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MEMORANDUM  FOR  UNDER  SECRETARY  OF  DEFENSE  (COMPTROLLER)  AND  CHIEF 

FINANCIAL  OFHCER 

ASSISTANT  SECRETARY  OF  THE  NAVY  (FINANCIAL 
MANAGEMENT  AND  COMPTROLLER) 

DIRECTOR,  DEFENSE  FINANCE  AND  ACCOUNTING  SERVICE 
DIRECTOR,  DEFENSE  SECURITY  ASSISTANCE  AGENCY 

SUBJECT:  Audit  R^rt  on  Internal  Controls  and  Compliance  with  Laws  and  Regulations  for 
the  FY  1995  Financial  Statement  of  the  Defense  Security  Assistance  Agency 
(Report  No.  96-187) 


We  are  providing  this  report  for  your  review  and  comment.  Financial  statement  audits  are 
required  by  the  Chief  Financial  Officers  Act  of  1990,  as  amended.  Office  of  Management  and 
Budget  Bulletin  No.  93-06,  "Audit  Requirements  for  Federal  Financial  Statements,"  January  8, 
1993,  requires  the  Inspector  General,  DoD,  to  report  on  the  adequacy  of  internal  controls  and 
compliance  with  laws  and  regulations  and  e^qpress  an  opinion  on  the  fairness  of  the  presentation  of 
the  financial  statements.  Management  comments  on  a  draft  of  this  report  were  considered  in 
preparing  die  final  report. 

DoD  Directive  7650.3  requires  that  all  recommendations  be  resolved  promptly.  We 
request  that  the  Under  Secretary  of  Defense  (Comptroller)  provide  additional  comments  on 
Recommendations  A.l.a.,  A.l.b.,  C.2.b.,  and  E.l.  by  August  30,  1996. 

We  were  unable  to  render  an  opinion  on  the  statement  of  financial  position  for  the  Defense 
Security  Assistance  Agency,  because  the  internal  control  structure  was  not  effective  to  provide 
reasonable  assurance  that  material  misstatements  would  be  prevented  or  detected  in  a  timely 
manner.  Our  disclaimer  of  opinion  was  based  on  the  statement  of  financial  position  as  of 
September  30,  1995.  Our  disclaimer  of  opinion  and  the  financial  statements  audited  are  included 
in  Appendix  A. 

We  appreciate  the  courtesies  extended  to  the  audit  staff.  If  you  have  any  questions  about 
this  audit,  please  contact  Ms.  Evelyn  R.  Klemstine,  Audit  Program  Director,  at  (703)  604-9172 
(DSN  664-9172)  or  Mr,  Hassan  A.  Soliman,  Audit  Project  Manager,  at  (703)  604-9615 
(DSN  664-9615).  See  Appendix  G  for  the  r^rt  distribution.  The  audit  team  members  are  listed 
inside  the  back  cover. 


David  K.  Steensma 
Deputy  Assistant  Inspector  General 
for  Auditmg 
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Internal  Controls  and  Compliance  with  Laws  and  Regulations 
for  the  FY 1995  Financial  Statements  of  the  Defense  Security 

Assistance  Agency 


Executive  Summary 


Introduction.  The  Defense  Security  Assistance  Agency  (DSAA)  administers  the 
security  assistance  program  imder  the  Foreign  Assistance  Act  of  1961,  as  amended;  the 
Arms  Export  Control  Act,  as  amended;  and  other  statutes.  Executive  Orders,  and 
Directives.  The  Sq)tember  30,  1995,  principal  financial  statements  of  DSAA  reported 
$27.4  billion  of  assets,  of  which  $15.8  billion  was  for  the  Foreign  Military  Sales 
(FMS)  trust  fund,  $8.5  billion  for  the  Foreign  Military  Loan  Liquidating  Account, 
$2.4  billion  for  the  Foreign  Military  Financing  Direct  Loan  Financing  Account,  and 
$0.7  billion  for  the  Specif  Defaise  Acquisition  Fund.  Generally,  funds  in  the  FMS 
Trust  Fund  are  owned  by  foreign  customers,  and  managed  by  the  U.S.  Government  in 
a  fiduciary  capacity.  We  limited  our  detail  review  to  the  FMS  Trust  Fund  that 
rq)resented  about  58  percent  of  the  DSAA  re|X)rted  assets.  DSAA,  as  the  funds 
manager,  is  responsible  for  establishing  and  maintaining  an  internal  control  structure 
and  complying  with  laws  and  regulations  applicable  to  those  funds.  The  Defense 
Finance  and  Accounting  Service,  Denver  Center  (DFAS-DE)  is  responsible  for 
maintaining  the  accounting  system  for  the  funds  managed  by  DSAA. 

Audit  Objectives.  The  primary  audit  objective  was  to  express  an  opinion  on  whether 
the  financial  statements  were  presented  fairly  in  accordance  with  Office  of  Management 
and  Budget  Bulletin  No.  94-01,  "Form  and  Content  of  Agency  Financial  Statements," 
November  16,  1993.  As  part  of  that  process,  we  reviewed  internal  controls  and 
compliance  with  laws  and  regulations.  We  also  followed  up  on  corrective  actions 
resulting  from  previous  audits  of  the  financial  statemaits  of  DSAA. 

Disclaimer  of  Opinion.  We  were  unable  to  render  an  opinion  on  the  financial 
statements  of  DSAA  because  DSAA  did  not  ensure  that  DFAS-DE  had  established 
adequate  audit  trails  from  the  account  balances  to  underlying  transactions  used  to 
support  the  FY  1995  statement  of  financial  position  for  the  FMS  Trust  Fund. 

Internal  Controls.  The  DSAA  and  DFAS-DE  internal  control  structure  for  the  FMS 
Trust  Fund  needed  improvement  because  it  did  not  provide  reasonable  assurance  that 
material  misstatements  would  be  prevented  or  detected  in  a  timely  inanner.  Alp, 
controls  ova:  transaction  processing  and  general  ledger  recording  did  not  provide 
reasonable  assurance  of  accurate  accoimt  balances  rq>orted. 

o  DoD  policy  does  not  permit  DFAS-DE  to  account  for  the  revenues  and 
expenses  in  the  FMS  Trust  fund  financial  statements.  As  a  result,  those  financial 
statemoits  were  noncompliant  with  Office  of  Management  and  Budget  Bulletin 
No.  94-01,  and  there  was  no  assurance  that  those  statements  presented  fairly  the 
financial  condition  of  the  fund  (Finding  A). 


o  The  DFAS-DE  did  not  have  reasonably  accessible  audit  trails  to  track 
$13.4  billion  of  disbursements,  and  $370.5  million  of  undistributed  disbursements  to 
supporting  source  documents.  As  a  result,  there  was  no  assurance  that  the  $5.5  billion 
rqwrted  in  the  fimd  balances  with  the  treasury  were  accurate  (Finding  B). 

o  The  DFAS-DE  did  not  have  an  adequate  audit  trail  for  the  accounts  payable 
and  unearned  revenue  accounts.  As  a  result,  th^e  was  no  assurance  that  the  reported 
$182  n^on  accounts  payable  and  $13.1  billion  imeamed  revenue  were 
accurate  (Finding  C). 

o  The  DFAS-DE  erroneously  classified  overcollections  from  custom^s  as 
receivables  and  did  not  age  accounts  receivable.  As  a  result,  there  was  no  assurance 
that  the  reported  accoxmts  receivable  balance  of  $2.5  billion  was  accurate  (Finding  D). 

o  The  DFAS-DE  did  not  adequately  restrict  user  and  progr^mer  access  to  the 
accounting  system,  and  did  not  follow  up  to  verify  that  all  transactions  rejected  by  the 
Defense  Integrated  Financial  System  were  corrected.  As  a  result,  unauthorized  users 
had  access  to  sensitive  financial  information,  which  may  afiect  the  integrity  of  the  data 
^Finding  E). 

Findings  on  Compliance  With  Laws  and  Regulations.  Instances  of  noncompliance 
with  laws  and  regulations  that  materially  affected  the  reliability  of  the  statement  of 
financial  position  for  the  FMS  Trust  Fund  existed.  Except  for  laws  and  regulations 
dealing  with  die  form  and  content  of  finandal  statements,  all  instances  of  material 
noncompliance  and  their  effect  on  the  statement  of  financial  position  are  discussed  in 
Part  LA.  Part  I.B.  contains  our  report  on  compliance  with  laws  and  regulations. 

Summary  of  Recommendations.  We  recommend  that  the  Under  Secretary  of  Defense 
(Comptroller)  and  Chief  Financial  Officer  require  the  recognition  of  the  FMS  Trust 
Fund  revenues  and  expenses,  or  obtain  a  waiver  from  compliance  with  Office  of 
Management  and  Budget  Bulletin  No.  94-01.  Additionally,  we  recommend  that  DSAA 
adjust  the  surcharge  rates  and  redistribute  the  account  balances  annually.  We 
recommend  that  DFAS-DE  establish  reasonably  accessible  audit  trails  and  subsidiary 
ledgers  to  support  the  processing  and  recording  of  transactions  of  the  FMS  Trust  Fund, 
report  accounts  receivable  with  credit  balances  as  a  liabili^  of  the  FMS  Trust  Fund, 
age  accounts  receivable,  and  strengths  the  general  appucation  controls  regarding 
electronic  data  processing  access  to  the  Defense  Integrated  Financial  System  by  Unuting 
access  to  the  financial  management  ledger  software  and  implementing  its  Departmental 
fiistruction  177-39.  We  recommmd  tiiat  the  Navy  rqxjrt  FMS  accounts  payable  to 
DFAS-DE  for  inclusion  in  the  DSAA  financial  statements. 

Management  Comments.  The  Under  Secretary  partially  concurred  with  obtaining  a 
waiver  from  compliance  with  the  Office  of  Management  and  Budget  requirement  to 
prepare,  and  have  audited,  financial  statements  for  tiie  FMS  Trust  Fund;  disclosing  the 
attrition  account  balance  as  U.S.  Government  equity;  and  analyzing  the  surcharge 
accounts.  The  Under  Secretary  of  Defense  (Comptroller)  concurred  with  retaining  the 
disbursement  date  and  voucher  number  in  the  applicable  Defense  Integrated  Financial 
System  feeder  subsystems,  and  establishing  procures  to  control  the  undistributed 
disbursements  including  a  time-phased  resolution  plan  and  identification  of  applicable 
foreign  customers  or  surcharge  accounts  before  payment.  The  Under  Secret^  also 
concurred  with  DFAS-DE  including  the  Navy  accounts  payable  in  the  financial 
statements,  maintaining  and  reconciling  subsidiary  ledgers  for  the  accounts  payable  and 
the  unearned  revenue  -  advances  from  public  -  omer  non-Federal  government)  accoimt 
as  part  of  tiie  audit  trail.  The  Under  Secretary  stated  that  the  audit  trail  exist^  for  the 
accounts  payable  and  the  unearned  revenue  account,  and  additional  information  can  be 
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obtained  from  the  installation  level  accounting  systems.  The  Under  Secretary  also 
partially  concurred  that  DFAS-DE  request,  and  analyze,  accounts  payable  aging 
information  from  DoD  organizations  implementing  Letters  of  Offer  and  Acceptance, 
and  to  accrue  accounts  payable  associated  expenses.  Finally,  the  Under  Secretary 
partially  concurred  with  aging  accounts  receivable,  stating  that  although  accounts 
receivable  are  bdng  aged,  applicable  policy  will  be  claiifi^.  The  Under  Secretary 
concurr^  with  DFAS-DE  recording  country  level  credit  accounts  receivable  as  a 
liability,  limiting  programmers  access  to  production  and  test  versions  of  applications 
software,  and  monitoring  suspended  performance  transactions. 

The  Navy  agreed  to  rqwrt  the  Navy  FMS  accounts  payable.  The  DSAA  concurred 
with  adjusting  the  surcharge  rates  and  redistributing  the  balances  as  required  by  the 
DoD  policy,  and  with  establishing  a  time-phased  plan  to  resolve  the  undistributed 
disbursements.  See  Part  I  for  a  complete  mscussion  of  management  comments  and 
Part  in  for  the  complete  text  of  those  comments. 

Audit  Response.  Management  comments  were  generally  responsive.  However, 
additional  information  is  needed  on  requesting  a  waiver  from  the  Office  of 
Management  and  Budget,  improving  accounts  payable  audit  trails,  and  restructuring 
programmer  access.  We  request  that  the  Under  Secretary  and  the  DSAA  provide  the 
additional  information  by  August  30,  1996 
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Part  I  -  Audit  Results 


Audit  Results 


Audit  Background  and  Objectives 


Audit  Background.  The  Chief  Fiaancial  Officers  Act  of  1990  (the  Act), 
Public  Law  101-576,  requires  executive  departments  and  agencies  to  prepare 
financial  statements  for  each  of  their  trust  funds,  revolving  funds,  and 
commercial  activities.  The  Act  also  requires  Inspectors  Gene:^  to  audit  or 
arrange  for  the  audit  of  all  financial  statements  prepared  under  the  Act.  The 
resulting  audit  reports  must  include  an  audit  opinion  of  the  statements,  a  report 
on  the  adequacy  of  internal  controls  of  the  reporting  entity,  and  a  report  on 
compliance  with  laws  and  regulations  that  could  have  a  material  effect  on  the 
financial  statements.  The  Act,  as  amended  by  the  Federal  Financial 
Management  Act  of  1994,  prescribes  the  responsibility  of  managemait 
regardfog  the  financial  statements,  internal  controls,  and  compliance  wiSi  laws 
and  regulations.  The  Defense  Security  Assistance  Agency  (DSAA),  as  the 
funds  manager,  is  responsible  for  establishing  and  maintaining  an  internal 
control  structure  and  complying  with  laws  and  regulations  applicable  to  those 
funds.  The  Defense  Finance  and  Accounting  Service,  Denver  Center 
(DFAS-DE),  is  responsible  for  maintaining  the  accounting  system^  for  the  funds 
managed  by  DSAA. 

The  principal  financial  statements  of  DSAA  comprised  statements  for  four  funds 
with  total  assets  of  $27.4  biUion.  The  $27.4  billion  included  $15.8  billion  for 
the  Foreign  Military  Sales  (FMS)  Trust  Fund,  $8.5  billion  for  the  Foreign 
Military  Loan  Liquidatinjg  Account,  $2.4  billion  for  the  Foreign  Milita^ 
Financing  Direct  Loan  Financing  Account,  and  $0.7  billion  for  the  Specim 
Defense  Acquisition  Fund.  We  performed  our  audit  on  one  of  those  four  fonds, 
the  FMS  Trust  Fund.  On  September  30,  1995,  the  FMS  Trust  Fund  assets 
comprised  58  percent  of  the  overall  financid  statement  of  DSAA. 


lAn  accounting  system  includes  the  methods  and  records  established  to  identify, 
assemble,  analyze,  classify,  record,  and  rqmrt  an  entity's  transactions  and  to 
maintain  accountability  for  the  relat^  assets  and  liabilities. 
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Audit  Results 


Table  1  shows  the  FMS  Trust  Fund  balances  of  assets  and  liabilities  reported  as 
of  Sq)tember  30,  1995. 


Table  1.  FMS  Trust  F\ind  Statement  of  Financial  Position 


Account 

Balance 

_ Assets _  (biUions) 

Fund  balances  with  the  treasury  $  5.500 

Cash  7.800 

Accounts  receivable  -  transactions  with  non-Federal 
(governmental)  entities  2.500 

Total  Assets  $15,800 

_ Liabilities _ 


Accounts  payable  -  transactions  with  Federal 
(governmental)  entities  $  .065 

Accounts  payable  -  transactions  with  non-Federal 
(governmental)  entities  .117 

Liability  for  deposit  funds/suspense  account 
other  non-Federal  (governmental)  liabilities  2.500 

Unearned  revenue  -  advances  from  public- 
other  non-Federal  (governmental)  liabilities  13.1(X) 

Total  Liabilities  $15,800 


Audit  Objectives.  The  primary  audit  objective  was  to  express  an  opinion  on 
wheflier  the  financial  statements  were  presented  fairly  in  accordance  with  Office 
of  Management  and  Budget  (0MB)  Bulletin  No.  94-01,  "Form  and  Content  of 
Agency  Financial  Statements,"  November  16,  1993.  As  part  of  that  process, 
we  reviewed  internal  controls  and  compliance  with  laws  and  regulations.  An 
additional  objective  was  to  provide  positive  assurance  on  compliance  with  laws 
and  regulations  for  the  items  tested,  and  provide  negative  assurance  on 
complmce  with  laws  and  regulations  for  items  not  tested.  We  also  followed  up 
on  corrective  actions  resulting  from  previous  audits  of  the  financial  statements 
of  DSAA.  See  Appendix  C  for  a  discussion  of  the  scope  and  methodology,  and 
Appendix  D  for  a  discussion  of  prior  audit  cover^e  related  to  the  audit 
objectives. 
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Part  LA.  -  Review  of  Internal  Control 
Structure 


Review  of  Internal  Control  Structure 


Introduction 


Management  Responsibilities.  The  DSAA  and  DFAS-DE  management  are 
jointly  responsible  for  establishing  and  maintaining  a  management  control 
structure.  In  fulfilling  that  responsibility,  estimates  and  judgments  by 
management  are  required  to  assess  the  expected  benefits  and  relat^  costs  of 
management  control  structure  policies  and  procedures.  Specifically,  DoD 
Financial  Management  Regulation  7000.14,  volume  15,  "Finandal  Management 
Regulation;  Security  Assistance  Policy  and  Procedures,"  March  1993  (DoD 
Financial  Regulation,  volume  15),  states  that  DFAS-DE  is  responsible  for 
conducting  an  annual  review  of  the  DoD  security  assistance  accounting  system, 
including  the  development  of  an  annual  Management  Control  Program  to  test 
internal  controls  and  measure  the  quality  of  DoD  security  assistance  accounting 
systems  and  the  operations  of  DoD  organizations  performing  security  assistance 
functions.  DSAA,  as  the  funds  manager,  is  responsible  for  establishing  and 
maintaining  an  internal  control  structure  and  complying  with  laws  and 
regulations  applicable  to  those  funds;  however,  DFAS-DE  is  responsible  for 
maintaining  tiie  accounting  system  for  the  funds  managed  by  DSAA. 

Control  Structure  Elements  and  Objectives.  The  internal  control  structure 
for  management's  accounting  of  financial  information  comprises  the  accounting 
and  related  systems,  control  environment,  and  control  procedures.  The 
objectives  of  a  management  control  structure  (United  States  Code,  title  31, 
section  3512)  are  to  provide  management  with  reasonable  but  not  absolute 
assurance  that  the  following  are  met: 

o  Transactions  are  properly  recorded  and  accounted  for  to  permit  the 
preparation  of  reliable  financial  statements  and  maintain  accountability  over 
assets. 


o  Funds,  property,  and  other  assets  are  safeguarded  against  loss, 
misappropriation,  unauthorized  use,  and  waste. 

o  Transactions,  including  those  related  to  obligations  and  costs,  are 
executed  in  compliance  with  laws  and  regulations  that  could  have  a  direct  and 
material  effect  on  the  financial  statements,  and  any  other  laws  and  regulations 
that  OMB,  entity  management,  or  the  Inspector  General,  DoD,  have  identified 
as  being  significant  for  which  compliance  can  be  objectively  measured  and 
evaluate. 

o  Data  that  support  reported  performance  measures  are  properly 
recorded  and  accounted  for  to  permit  prq)aration  of  reliable  and  complete 
performance  information. 

o  Performance  measures  exist  and  are  adequate  to  enable  the  fund's 
management  to  identify  and  correct  problems. 
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Review  of  Internal  Control  Structure 


Controls  Reviewed.  We  reviewed  the  internal  control  structure  for  the  fund 
balances  with  Treasury,  cash,  accounts  receivable,  accoimts  payable,  and 
unearned  revenue  -  advances  from  public  (unearned  revenue)  of  the  FMS  Trust 
Fund  to  express  an  opinion  on  the  financial  statements  for  the  year  ended 
Sq)tember  30,  1995.  We  were  unable  to  review  the  statement  of  operations  and 
changes  in  net  position  for  the  FMS  Trust  Fund  because  the  statement  rq)orted 
zeros  for  all  accounts. 

Reportable  Conditions  not  Noted.  Our  review  provides  a  reasonable  basis  for 
conclusion  on  the  internal  control  structure,  and  compliance  with  laws  and 
regulations  as  Aey  relate  to  the  financial  statements  of  DSAA.  Our  review 
would  not  necessarily  disclose  all  internal  control  and  compliance  reportable 
concfitions  that  might  also  be  considered  material  weaknesses. 

Reportable  Conditions  and  Material  Weaknesses.  Reportable  conditions  ^e 
matters  coming  to  our  attention  relating  to  significant  deficiencies  in  the  design 
or  operation  of  the  management  control  structure  that,  in  our  judgment,  could 
adversely  affect  the  organization's  abiUty  to  effectively  control  and  manage  its 
resources  and  ensure  accurate  and  reliable  financial  information  need^  to 
manage  and  evaluate  operational  performance.  A  material  weakness  is  a 
reportable  condition  in  which  the  design  or  operation  of  the  management  control 
structure  does  not  reduce  to  a  relatively  low  level  the  risk  that  errors  or 
irregularities  could  occur.  Such  errors  would  be  in  amounts  that  would  be 
material  to  the  statements  being  audited,  or  material  to  a  performance  measure 
or  aggregation  of  related  performance  measures,  and  would  not  be  detected 
withm  a  timely  period  by  employees  in  the  normal  course  of  performing  their 
functions.  Material  internal  control  weaknesses  existed  in  the  internal  control 
structure  at  DSAA  and  DFAS-DE. 


2The  FMS  Trust  Fund  had  two  cash  accounts  in  the  statement  of  financial 
position,  fund  balances  with  the  Treasury,  which  is  cash  with  the 
U.S.  Treasury;  and  cash,  which  is  cash  on  deposit  with  commercial  banks  and 
the  Federal  Reserve  ^nk. 
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The  DFAS-DE  did  not  account  for  revenues  and  expenses  in  the  FMS 
Trust  Fund.  The  statemait  of  operations  and  changes  in  net  position,  as 
of  September  30,  1995,  reported  zeros  for  aU  revenue  and  expense 
accounts.  The  revenues  and  expenses  were  not  accounted  for  b^use 
DoD  Financial  Regulation  volume  15,  did  not  allow  revenue  and 
expense  recognition.  As  a  result,  the  FY  1995  financial  statements  for 
the  FMS  Trust  Fund  were  noncompliant  with  0MB  Bulletin  No.  94-01, 
and  there  was  no  assurance  that  those  statements  presented  fairly  the 
financial  condition  of  the  FMS  Trust  Fund.  Specifically, 

0  the  overall  performance  of  the  FMS  Trust  Fund  could  not  be 
measured, 

o  analyzing  the  unearned  surcharge  revenues  and  expenses  and 
redistributing  the  balances  were  not  accomplished,  and 

o  profits  and  losses  to  the  U.S.  Government  from  the  attrition 
fees  paid  by  the  foreign  customers  were  not  disclosed  in  the  financial 
statements. 


Regulatory  and  Legal  Requirements 


0MB  Bulletin  No.  94-01  and  General  Accounting  Office  (GAO)  "Policy  and 
Procedures  Manual  for  Guidance  of  Federal  Agencies,"  Title  2, 
"Accounting,"  November  14,  1984.  The  0MB  Bulletin  No.  94-01  requires 
Federal  agencies  to  prep^e  annual  financial  statements,  which  includes  a 
statement  of  financial  position  and  a  statement  of  operations.  The  bulletin 
allows  a  variance  in  implementing  the  guidance  if  the  operations  of  the  agency 
or  the  program  warrant  a  variance  to  allow  the  financial  statements  to  reflect 
more  ^y  financial  operations  and  condition  to  improve  disclosure.  GAO 
title  2  requires  that  financial  statements  be  prepared  and  issued  in  accordance 
with  the  accounting  standards  promulgated  by  the  guidance.  Further,  it  requires 
that  independent  agencies  prepare  a  statement  of  operations  that  reports 
expenses,  losses,  gains,  and  Mancing  sources  (including  revenues). 

Arms  Export  Control  Act  (Public  Law  90-629)  and  the  Letter  of  Offer  and 
Acceptance^  Provisions.  Sections  21  and  22  of  the  Arms  Export  Control  Act 
require  the  foreign  customer  to  pay  the  full  cost  of  the  articles  or  services 


^A  Letter  of  Offer  and  Accq)tance  is  a  contract  between  the  U.S.  Government 
and  a  foreign  government,  in  which  the  foreign  government  agrees  to  allow 
U.S.  Government  representatives  to  act  on  its  behalf  to  procure  defense  articles 
and  services. 
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provided.  Provisions  of  the  Letter  of  Offer  and  Acceptance  further  state  that  Ae 
U.S.  Government  will  execute  the  offer  and  accq)tance  on  a  non-profit  basis. 
Section  21  of  the  Arms  Export  Control  Act  also  requires  that  after 
September  30,  1976,  letters  of  offer  shall  include  appropriate  charges  for 
administrative  services,  calculated  on  an  average  percentage  basis  to  recover  the 
full  estimated  costs,  excluding  a  share  of  fixed  base  operations  costs. 


FMS  Surcharges 


In  providing  FMS  goods  and  services,  the  U.S.  Government  incurs  costs  that 
are  directly  identifiable  to  a  country,  case,  and  line  in  a  Letter  of  Offer  and 
Acceptance,  and  surcharges^  that  are  charg^  based  on  a  predetermined  standard 
rate.  The  funds  recovered  through  standard  surcharge  rates  were  exj^ted  to 
approximate,  but  not  equal,  the  actual  costs  incurred  and,  therefore,  a  difference 
between  the  cost  charged  to  the  customer  and  the  cost  incurred  by  Ae 
U.S.  Government  is  expected.  The  surcharge  accounts  comprise  administrative 
surcharge;  transportation  surcharge;  contract  administration  services;  General 
Services  Administration  packing,  crating,  and  handling;  and  attrition 
surcharges. 

Administrative  Surcharge.  The  administrative  surcharge  is  added  to 
the  cost  of  Defense  articles  and  services  to  recoup  the  full  cost  associated  with 
the  administration  of  FMS.  Standard  clauses  of  a  Letter  of  Offer  and 
Acceptance  require  the  initial  deposit  from  a  foreign  customer  to  include 
50  percent  of  the  total  estimated  administrative  surcharge,  and  the  remaining 
50  percent  included  within  each  of  the  scheduled  payments  at  equal  percentages. 
The  administrative  surcharge  is  also  intended  to  recoup  the  administrative  costs 
of  providing  FMS  logistics  support,  such  as  spares  and  other  items  required  to 
maintain  a  weapon  system. 

Transportation  Surcharge.  The  transportation  surcharge  applies  when 
Defense  Transportation  Service  is  approv^  and  used.  Transportation 
surcharges  do  not  apply  to  items  drawn  from  a  stock  fund  or  the  Defense 
Business  Operation  Fund.  The  transportation  surcharge  rates  applied  are  based 
on  the  delivery  terms  code  and  the  destination.  For  items  such  as  an  airplane, 
for  which  actual  transportation  costs  would  be  significantly  different  from  the 
estimated  charge  using  the  standard  rate,  DSAA  established  special  tables  to 
provide  a  more  accurate  estimate. 


^A  FMS  surcharge  is  used  to  recover  an  expense  incident  to  issues,  sales,  and 
transfers  of  materiel  that  are  not  included  in  the  standard  price  or  contract  cost 
of  materiel. 
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Contract  Administration  Service.  The  contract  administration  service 
surcharge  is  applied  to  all  FMS  procurements  to  cover  the  cost  of  contract 
administration  services  functions.  Those  functions  include  quality  assurance  and 
inspection,  contract  audits,  and  other  contract  administration  services.  DSAA 
may  waive  all  or  part  of  those  charges. 

General  Services  Administration  Packing,  Crating,  and  Handling. 
The  pacing,  crating,  and  handling  surcharge  is  desi^t^  by  the  Gene^ 
Services  Administration  to  recoup  the  costs  associated  with  shipments  from  the 
General  Services  Administration  mvaitories. 

Attrition  Surcharge.  The  U.S.  Government  charges  foreign  countries 
procuring  training  services  an  attrition  surcharge  to  cover  potential  damage  to 
the  training  equipment.  As  a  result,  the  risk  of  damage  or  loss  for  training 
equipment  was  with  the  U.S.  Government.  Before  October  1,  1995,  the 
attrition  charge  for  FMS  training  was  4  percent  for  flying  and  1  percent  for 
nonflying  training.  Effective  October  1,  1995,  the  attrition  rate  was  changed  to 
1  percent  for  all  FMS  training.  When  equipment  is  damaged  beyond  repair  due 
to  FMS  student  error,  a  rqxirt  of  the  loss  and  request  for  attrition  ^nds  to 
cover  procurement  of  the  replacement  items  are  submitted  to  DSAA  for 
approval. 


Revenue  and  Expense  Account  Balances 


DoD  policy  does  not  permit  DFAS-DE  to  account  for  revenues  and  expenses  of 
the  FMS  Trust  Fund.  As  of  September  30,  1995,  the  statement  of  operations 
and  changes  in  net  position  reported  zeros  for  all  revenue  and  expense  accounts. 
DSAA  earned  revenues  and  incurred  expenses  of  at  least  $10  biUion  each,  for 
the  FMS  Trust  Fund  during  the  fiscal  year,  which  should  have  been  reported. 
The  FMS  customers  made  payments  in  advance  of  receipt  of  the  Defense 
articles  and  services.  Revenues  were  earned  when  delivery  of  a  service  or  item 
was  made.  Expenses  were  incurred  when  payments  were  made,  or  when  a 
liability  was  established  for  acquired  Defaise  articles  or  services.  However, 
instead  of  recognizing  revenues  and  expenses  in  accounts  in  the  statement  of 
operations  and  changes  in  net  position,  DFAS-DE  recorded  the  affect  of 
revenue  and  expense  transactions  (such  as  changes  in  unearned  revenue  account) 
in  the  statement  of  financial  position  accounts. 

Accounting  Entries  Under  the  Present  System.  DoD  Financial  Regulation, 
volume  15,  does  not  require  a  complete  accounting  system  for  the  FMS  Trust 
Fund  where  revenues,  expenses,  and  net  results  are  readily  determinable. 
Paragraph  030207  states: 

The  Anns  Export  Control  Act  requires  that  the  FMS  program  be 
operated  at  no  cost  to  the  U.S  Government.  The  provisions  of  the 
Letter  of  Offer  provide  that  USG  [U.S.  Government]  will  execute  the 
Offer  and  Acc^tance  on  a  non-profit  basis.  Therefore,  recognition  of 
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an  equity  balance  in  the  FMS  Trust  Fund  is  prohibited.  The  Foreign 
Military  Sales  Trust  Fund  Financial  Statements  will  not  include 
equity,  revenue  or  expense  accounts. 

Collections  of  the  FMS  Trust  Funds  were  credited  to  the  unearned  revenue 
account  of  the  statement  of  financial  position,  and  disbursements  were  debited 
to  that  same  account.  Examples  of  transactions  and  the  corresponding  entries 
under  the  present  accounting  system  are  in  Appendix  B. 

Accounting  Entries  Under  the  Reconunended  System.  Because  we  are 
recommending  recognition  of  the  FMS  Trust  Fund  revenues  and  expenses, 
revisions  are  required  to  the  present  accounting  system.  The  unearned  revenue 
account  would  not  be  used  to  accumulate  expenses  and  earned  revenues.  The 
new  accounting  entries  would  include,  for  example,  accounts  for  expenses, 
costs,  revenues,  and  sales.  Examples  of  transactions  and  the  corres^nding 
accounting  entries  are  in  Appendix  B. 


Accounting  and  Related  Systems 


The  FY  1995  financial  statements  were  noncompliant  with  0MB 
Bulletin  No.  94-01,  which  r^uires  that  revenues,  expenses,  and  net  position  be 
accounted  for  and  presented  in  the  financial  statements.  The  Under  Secretary  of 
Defense  (Comptroller)  and  the  Chief  Financial  Officer  had  not  obtain^  a 
waiver  from  tiie  requirements  of  0MB  Bulletin  No.  94-01.  DFAS-DE  did  not 
have  features  of  an  effective  accounting  system  for  the  FMS  Trust  Fund  to 
ensure  presentation  of  a  fair  financial  statement.  Also,  that  accoimting  system 
did  not  ensure  timely  measurement  of  the  FMS  Trust  Fund  overall 
performance,  analysis  of  the  unearned  surcharge  revenues  and  expenses  and 
redistributing  the  balances,  and  proper  disclosure  of  the  U.S.  Government 
profits  or  losses  from  the  attrition  fees  paid  by  the  foreign  customers. 

Measurement  of  the  FMS  Trust  Fund  Overall  Performance. 
Identifying  the  net  operating  results  of  the  FMS  Trust  Fund  would  be  in 
consonance  with  the  principles  of  an  effective  control  environment. 
M^agement  control  methods  that  identify  the  status  of  actual  i^rformance  and 
excq>tions  from  planned  performance,  as  well  as  communicating  them  to  the 
appropriate  level  of  management,  is  one  of  those  factors.  Management  would 
have  better  information  to  judge  the  overall  performance  of  the  FMS  Trust 
Fund,  in  addition  to  examining  the  reasonableness  of  the  standard  surcharge 
rates.  >^en  revenues  and  expenses  are  matched,  net  result  of  operations  would 
be  identified,  examined,  and  corrective  actions  taken  if  the  net  result  is  found 
imreasonable.  Lack  of  revenue  and  expense  recognition  was  first  reported  as  a 
material  internal  control  weakness  in  our  audit  of  the  FY  1992  financial 
statements  of  DSAA  (see  Appaidix  D). 

Existence  and  Ownership  of  a  Residual  or  Deficit.  We  believe 
achieving  a  breakeven  in  performing  the  FMS  Trust  Fund  under  the  existing 
system  may  not  occur.  At  case  closure,  DFAS-DE  did  not  make  adjustments 
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for  the  difference  between  the  surcharges  collected  at  standard  rates,  and  the 
actual  surcharge  costs  incurred  by  the  U.S.  Government.  We  further  believe 
that  generally,  the  ownership  of  that  residual  or  deficit  belongs  to  the  foreign 
customer  ba^  on  the  bre^even  requirement  included  in  the  Arms  Export 
Control  Act  and  the  DoD  Financial  Regulation  volume  15. 

Analysis  of  the  Surcharge  Accounts.  The  DFAS>DE  did  not 
maintain  subsidiary  accounts  for  the  revenues  and  expenses  applicable  to  the 
FMS  surcharges,  thus  the  required  analyses  of  the  surcharge  subsidiary  accounts 
were  not  accomplished.  Collections  and  matching  disbursements  for  &ose  FMS 
surcharges  were  to  be  recorded  in  subsidiary  accounts  in  the  unearned  revenue 
account,  general  ledger  account  2312,  as  required  by  DoD  Financial  Regulation 
volume  15.  Instead,  DFAS-DE  maintained  subsidiary  cash  accounts  for  the 
receipts  and  disbursements  of  the  surcharge  accounts.  According  to 
DoD  Financial  Regulation  volume  15,  DFAS-DE  is  required  to  analyze  the 
surcharge  subsidiary  ledgers  in  the  general  ledger  account  2312,  and 
recommend  to  the  DSAA  rate  changes  and  redistribution  of  surcharge  account 
balances.  To  satis^  the  requirement  in  DoD  Financial  Regulation  volume  15, 
the  surcharges  residual  or  deficit  must  be  determined.  Table  2  shows  the 
surcharge  account  balances  as  of  September  30,  1995. 


Table  2.  FMS  Trust  Fund  Surcharge  Cash  Account  Balances 


Categorv 

Account 

Administrative 

978242.00 

$642.8 

Transportation 

Contract  administration 

miAi.uo 

25.9 

service 

General  Services  Administration 
packing,  crating. 

9im2.S0 

115.1 

and  handling 

978242.81 

3.2 

Attrition 

978242.82 

Total 

$834.3 

Attrition  Surcharge  Profit  or  Loss  Disclosure.  Because 
DFAS-DE  was  prohibited  from  recording  the  FMS  Trust  Fund  revenues  and 
expenses,  DFAS-DE  did  not  measure  and  disclose  the  net  position  of  the 
attrition  surcharge  account.  We  believe  that  the  net  result  of  that  surcharge 
belongs  to  the  U.S.  Government  because  the  customer  pays  a  fixed  fee  in 
exchange  for  transferring  the  risk  of  damage  or  loss  of  training  equipment  to  the 
U.S.  Government.  The  financial  condition  of  the  attrition  surcharge  was  not 
disclosed  in  the  financial  statements. 
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Materiality  and  Impact  on  Financial  Statements 


The  management  controls  over  revenues,  expenses,  and  residual  or  deficit  were 
materially  deficient.  DoD  Financial  Management  Regulation  7000.14, 
volume  1,  "Financial  Management  Regulation;  General  Financial  Management 
Information,  Systems,  and  Requirements,"  May  1993  (DoD  Financial 
Regdation  volume  1)  contains  guidance  on  what  constitutes  a  material 
deficiency  in  an  accounting  system.  That  regulation  provides  13  key  accounting 
requirements  that  systems  must  comply  wift  to  meet  standards  established  by 
the  General  Accounting  Office,  0MB,  the  Department  of  the  Treasury,  and 
DoD. 

Rrst  Key  Accounting  Requirement.  The  first  key  accounting  requirement 
states  that  the  general  ledger  accounts  structure  must  include  the  general  ledger 
accounts  for  equity,  expense,  losses,  gains,  and  financing  sources  (including 
revenues).  In  addtion,  full  financial  disclosure,  accountability,  adequate 
financial  information,  and  reports  must  be  provided  for  management  purposes, 
and  for  necessary  external  reporting  to  the  0MB  and  the  Treasury. 

Calculating  Material  Deficiency.  According  to  the  regulation,  a  departure 
from  a  key  accounting  requirement  is  considered  a  material  deficiency  if  it 
could  result  in  loss  of  control  over  5  percent  or  more  of  the  measurable 
resources  for  which  the  accounting  system  is  responsible.  For  the  fiscal  year 
aiding  September  30,  1995,  the  published  FMS  Trust  Fund  statement  of 
operations  reported  zeros  for  all  revenues  and  expenses  accounts.  Although 
there  was  no  mathematical  base  against  which  to  apply  the  regulation's 
materiality  criteria  of  5  percent,  Ae  zero  balances  represent  a  material 
deficiency. 

Material  Deficiencies  in  Revenues,  Expenses,  and  Residual  or  Deficit.  The 
DSAA  did  not  rqxirt  revenues,  expenses,  and  residual  or  deficit  in  the  FY  1995 
Statement  of  Operations.  In  addition  to  not  reporting  the  revenue  and  expenses 
of  normal  operations,  DSAA  did  not  report  $47.3  imllion  of  U.S.  Government 
equity  in  the  attrition  account.  Therefore,  the  internal  control  structure  was 
materially  deficient. 


Under  Secretary  of  Defense  (Comptroller)  and  Chief  Financial 
Officer  Opinion 


The  Director  for  Accounting  Policy,  Office  of  the  Under  Secretary  of  Defense 
(Comptroller)  and  Chief  Financial  Officer,  believed  the  FMS  Trust  Fund  did 
not  have  revenues  and  expenses  because  those  revenues  and  expenses  were 
realized  and  recorded  at  the  Letter  of  Offer  and  Acceptance  implementing 
agencies.  Additionally,  there  was  no  cost  accounting  system  to  capture  detailed 
expenses  at  the  central  accounting  locations  at  DFAS-DE.  Further,  reporting 
net  fund  residual  or  deficit  would  not  be  an  advisable  management  decision. 
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The  Director  stated  that  a  waiver  to  exempt  the  FMS  Trust  Fund  from  the 
requirement  to  prq)are  financial  statements  would  be  sought  from  0MB  because 
the  funds  involved  were  not  owned  by  DoD  and  should  not  be  consolidated  with 
other  DoD  financial  statements. 


Recommendations,  Management  Comments,  and  Audit 
Response 


A.l.  We  recommend  that  the  Under  Secretary  of  Defense  (Comptroller) 
and  the  Chief  financial  Officer  revise  DoD  financial  Mhinagement 
Regulation  7000.14,  volume  15,  "DoD  financial  Management  Regulation; 
Security  Assistance  Policy  and  l^ocedures,"  h^brch  1993,  to: 

a.  Require  recognition  and  accounting  for  the  revenues  and 
expenses  of  the  Foreign  Military  Sales  Trust  fhnd,  or  obtain  a  waiver  from 
compliance  with  the  Office  of  l^nagement  and  Budget  Bulletin  No.  94-01, 
"Form  and  Content  of  Agency  financial  Statements." 

Management  Comments.  The  Under  Secretary  partially  concinred.  The 
Under  Secretary  stated  that  a  waiver  from  the  Office  of  Management  and 
Budget  requirement  to  prq)are,  and  have  audited,  financial  statements  for  the 
FMS  Trust  Fund  would  be  requested. 

Audit  Response.  We  request  that  the  Under  Secretary  provide  the  completion 
date  for  the  planned  action  in  response  to  the  final  report. 

b.  Require  recognition  and  proper  reporting  of  the  U.S. 
Government  equity  in  the  attrition  surcharge  fund  balance  as  a  footnote  to 
the  financial  statements,  in  a  separate  fund,  or  by  other  means  of 
disclosure. 

Management  Comments.  The  Under  Secretary  partially  concurred.  The 
Under  Secretary  stated  that  if  the  Office  of  Managemrat  and  Budget  determines 
that  the  FMS  Trust  Fund  should  have  audited  Vandal  statements,  applicable 
guidance  will  be  modified  to  provide  for  amounts  in  the  attrition  surcharge 
account  to  be  disclosed  as  U.S.  Government  equity. 

Audit  Response.  We  request  that  the  Under  Secretary  provide  an  estimated 
completion  date  for  the  planned  action  in  response  to  the  final  report. 
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A.2.  We  recommend  that  the  Director,  Defense  Finance  and  Accounting 
Service,  Denver  Center,  analyze  the  surcharge  subsidiary  ledgers  in  the 
unearned  revenue  •  advances  from  public  account  to  recommend  to  the 
Defense  Security  Assistance  Agency  rate  changes  and  redistribution  of 
surdbarge  account  balances. 

Management  Comments.  The  Under  Secretary  partially  concurred.  The 
Under  Secretary  stated  that  in  February  1996,  an  agreement  was  reached  with 
the  Principal  Deputy  Under  Secretary  of  Defense  U*olicy)  that  DSAA  would 
conduct  analyses  of  surcharge  subsidiary  ledgers  in  the  unearned 
revenue  -  advances  from  public  account. 

A.3.  We  recommend  that  the  Director,  Defense  Security  Assistance 
Agency,  adjust  the  surcharge  rates  and  redistribute  the  surcharge  account 
balances  annually  in  coor^ation  with  the  Under  Secretary  of  Defense 
(Comptroller)  and  the  Chief  Financial  Officer,  usii^  the  actual  surcharge 
data  and  analyses  performed  by  the  Defense  Finance  and  Accounting 
Service,  Denver  Center  to  ensure  the  Foreign  Military  Sales  Trust  Fund 
operates  at  no  cost  or  profit  to  the  U.S.  Government. 

Management  Comments.  The  Under  Secretary  and  the  DSAA  Comptroller 
concurred.  The  DSAA  Comptroller  stated  that  DSAA  will  continue  to  analyze 
and  monitor  the  surcharge  account  bdances,  and  annually,  review  the  rates  for 
recommended  rate  adjustments  or  account  balance  redistribution. 
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The  DFAS-DE  did  not  have  reasonably  accessible  audit  trails  to  track 
about  $13.4  billion  of  disbursements,  and  $370.5  million  of 
undistributed  disbursements.  Audit  trails  were  inadequate  because  the 
Defense  Integrated  Financial  System  (DIFS)  did  not  have  disbursement 
voucher  numbers  and  dates  traceable  to  DFAS,  Columbus,  records. 
Additionally,  DFAS-DE  did  not  follow  up  and  research  undistributed 
disbursements,  and  DSAA  had  not  established  a  time-pha^  plan  to 
resolve  the  undistributed  disbursements.  As  a  result,  DFAS-DE  internal 
controls  were  not  adequate  to  provide  reasonable  assurance  that  the 
$5.5  billion  reported  in  the  fund  balances  with  the  Treasury  was 
accurate;  therefore,  that  account  balance  may  be  materially  misstated. 


Regulatory  Requirements 


Internal  Control  Standards  and  DoD  Guidance.  The  specific  internal  control 
standard  of  documentation,  included  in  GAO  title  2  requires  that  support  for 
transactions  be  readily  avaihible  for  examination,  and  easily  accessible  to  allow 
tracking  of  a  transaction  through  completion.  Additionally,  DoD  FinancM 
Management  Emulation  7000.14,  volume  5,  "Financial  Management 
Regulation;  Disbursing  Policy  and  Procedures,"  December  1993  (DoD 
Financial  Regulation,  volume  5),  establishes  the  standards,  responsibilities,  and 
procedures  for  disbursements  and  requires  that  disbursement  vouchers  contain 
complete  and  accurate  data  to  be  considered  valid.  DoD  Financial  Regulation, 
volume  15,  establishes  the  accounting,  financing,  and  billing  procedures  for 
transactions  of  the  FMS  Trust  Fund.  That  regulation  requires,  at  a  minimum, 
that  the  heads  of  the  DoD  implementing  agencies  identify  disbursements  to  a 
specific  FMS  case  and  such  other  information  as  necessary  to  match 
disbursements  to  the  applicable  delivery  transaction. 

Under  Secretary  of  Defense  (Comptroller)  and  Chief  Financial  Officer 
Guidance.  A  memorandum  from  the  Under  Secretary  of  Defense 
(Comptroller),  "DoD  Accounting  Policy  and  Procedures  for  Researching  and 
Correcting  Unmatched  Disbursements  and  Negative  Unliquidated  Obligation 
Transactions,"  June  1995,  includes  policy  and  procedures  for  researching  and 
resolving  undistributed  disbursements.  That  guidance  requires  charging  the 
unmatched  disbursements  to  the  FMS  administrative  surcharge  clearing  account 
if,  within  180  days  from  the  start  of  the  required  research,  the  error  was  not 
corrected. 
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Disbursement  Account  Balance 


The  DSAA  did  not  ensure  that  DFAS-DE  had  reasonably  accessible  audit  trails 
to  track  about  $13.4  billion  of  disbursements,  and  $370.5  million  of 
undistributed  disbursements.  We  attempted  to  test  $13.4  billion  of  FMS  Trust 
Fund  dsbursements  using  stratified  random  samplinjg  techniques.  Of  the 
$13.4  billion,  DFAS,  Columbus,  disbursed  $6.6  billion.  Additionally,  we 
attempted  to  test  the  validity  of  the  process  used  by  DFAS-DE  to  account  for 
the  cash  reported  and  reconciled  with  the  Department  of  the  Treasury  through 
identifying  the  countries  on  whose  behalf  the  payments  were  made.  We  were 
unable  to  readily  obtain  the  documentation  needed  to  validate  the  sample 
transactions.  We  concluded  that  the  fimd  balances  with  the  Treasury  for  the 
FMS  Trust  Fund  balance  may  be  materially  misstated. 


Accounting  and  Related  Systems 


Audit  Trail  and  Validity  of  Recorded  Transactions.  The  audit  trail  for  the 
FMS  Trust  Fund  disbursements  was  not  readily  available,  and  reliability  of  the 
accounting  system  was  not  assured.  The  specific  internal  control  standard  of 
documentation  requires  that  support  for  transactions  be  readily  available  for 
examination,  and  easily  accessible  to  allow  tracking  of  a  transaction  through  its 
completion.  Additionally,  a  reliable  accounting  system  should  capture  valid 
transactions. 

I^ds  Disbursed.  Disbursements  of  about  $13.4  billion  for  the  FMS 
Trust  Fund  were  made  through  1,203  of  the  DFAS-controlled  disbursing 
stations.  Through  intermediate  accounting  systems,  the  disbursing  stations  input 
disbursement  data  into  DIFS,  which  is  the  central  security  assistance  accounting 
system  used  by  DFAS-DE.  For  our  sample,  we  selected  DFAS,  Columbus, 
b^use  it  accounted  for  the  majority  of  the  disbursements  in  the  universe. 
However,  documents  to  support  FMS  Trust  Fund  disbursement  transactions 
needed  to  validate  the  350  items  contained  in  our  sample  of  1,750  vouchers 
were  not  readily  available  at  DFAS,  Columbus.  Representatives  of  DFAS, 
Columbus,  informed  us  that  they  did  not  have  the  resources  to  retrieve  the 
supporting  documents.  The  represoitatives  indicated  that  the  voucher  numbers 
or  the  disbursement  day,  month,  and  year  were  needed  to  retrieve  the 
supporting  documents.  Absence  of  the  disbursing  day,  required  DFAS, 
Columbus,  to  identify  the  voucher  numbers  manually  and  would  require  manual 
examination  of  an  approximately  11,000-page  report.  Although  DFAS, 
Columbus,  reported  the  data  to  DFAS-DE  fcough  intermediate  accounting 
systems,  the  DIFS  truncated  the  disbursement  day  and  did  not  capture  the 
voucher  number.  As  a  result,  we  were  unable  to  validate  the  accuracy  of  the 
funds  disbursed  reported  by  DFAS-DE  in  the  fund  balances  with  the  Treasury 
account  in  the  FMS  Trust  Fund  statement  of  financial  position. 
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Undistributed  Disbursements.  As  of  September  30,  1995,  DFAS-DE 
did  not  have  adequate  controls  or  audit  trails  for  $370.5  million  of  undistributed 
disbursements.  Disbursements  are  made  from  the  FMS  Trust  Fmjd  in  response 
to  requests  by  the  Nfilitary  Departments  and  the  State  Department.^  DFAS-DE, 
however,  was  unable  to  identify  the  specifics  of  $370.5  million  of 
disbursements,  to  include  voucher  numbers  and  source,  or  how  long  those 
disbursements  were  outstanding.  Neither  could  those  undistributed 
disbursements  be  identified  to  a  specific  FMS  country  or  surcharge  account. 
The  DoD  implementing  agaicies®  were  responsible  for  assigning  the  correct 
foreign  country  or  the  surcharge  account  to  be  charged.  However,  some  of  the 
assigned  codes  did  not  present  a  bona  fide  country  or  surcharge  account. 
DFAS-DE  was  responsible  for  the  FMS  Trust  Fund  cash  management; 
however,  DFAS-DE  management  stated  that  they  did  not  emphasize  the 
research  and  follow  up  of  undistributed  disbursements  because  often  they  were  a 
result  of  a  timing  difference  and  would  self-correct  within  a  few  months.  The 
undistriWed  disWsements  have  been  steadily  increasing  as  shown  in  Table  3. 


Table  3.  FMS  Trust  Fund  Annual  Balance  of  Undistributed 

Disbursements 

($Mimon) 

EndofFY  1989 

$43.8 

End  of  FY  1990 

71.2 

EndofFY  1991 

102.8 

EndofFY  1992 

59.9 

EndofFY  1993 

146.2 

End  of  FY  1994 

225.6 

End  of  FY  1995 

370.2 

As  of  February  1996,  the  undistributed  disbursements  had  decreased  to 
$278  million.  The  reduction  appeared  in  the  Air  Force  share  of  the  unmatched 
disbursements.  DSAA  did  not  establish  a  time-phased  plan  to  resolve  the 
undistributed  disbursements;  however,  on  February  6,  1996,  DSAA  requested 
that  the  Chief  Financial  Officer,  DoD,  provide  a  waiver  for  complying  with  the 
requirement  to  research  and  resolve  undistributed  disbursements  recorded  in  the 
FMS  Trust  Fund,  because  the  applicable  funds  were  owned  by  foreign 
countries.  DSAA  requested  that  if  after  180  days  the  research  did  not  resolve 


^The  State  Departmait  incurred  costs  for  support  of  overseas  activities 
performed  by  the  Security  Assistance  Or|anization/Office.  Those  costs 
included,  but  were  not  limitM  to,  administrative  charges  to  the  FMS  surcharge 
account,  and  direct  charges  (for  example,  payroll;  temporary  duty;  and  office 
support)  to  FMS  cases. 

^For  the  purposes  of  this  report,  the  DoD  implementing  agencies  include  the 
Army,  the  Navy,  the  Air  Force,  and  any  other  DoD  organization  that  executes  a 
Letter  of  Offer  and  Acceptance. 
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the  undistributed  disbursements,  then  the  amount  (valued  at  $10,000  or  less) 
would  ^  charged  to  the  FMS  administrative  surcharge  fund.  Charging  the 
unresolved,  undistributed  disbursements  to  the  administrative  fund,  results  in 
charging  countries  that  do  not  benefit  from  the  unresolved  disbursements.  In 
response  to  fte  DSAA  request  for  a  waiver,  the  Chief  Financial  Officer  in  a 
May  6,  1996  memorandum,  stated  that  a  delay  until  September  30,  1996,  for 
complying  with  the  requirement  to  research  and  resolve  undistributed 
disbursements  would  be  granted.  However,  an  exemption  from  the  requirement 
for  the  FMS  Trust  Fund  to  obligate  amounts  for  problem  disbursements  that  are 
in  excess  of  180  days  would  not  be  authorized. 


Control  Procedures 


The  undistributed  disbursements  for  the  FMS  Trust  Fund  were  not  included  as 
an  action  item  in  the  annual  Management  Control  Program  prepared  by 
DFAS-DE.  DoD  Financial  Regulation  volume  15,  states  that  DFAS-DE,  as  the 
central  site  for  security  assistance  accounting  within  DoD,  is  responsible  for  the 
development  of  an  annual  Management  Control  Program  to  test  internal  controls 
and  to  measure  the  quality  of  DoD  security  assistance  accounting  systems  ^d 
operations  of  fte  DoD  implementing  agencies.  That  regulation  also  requires 
DoD  implementing  agencies  to  f^y  support  the  DFAS-DE  Management 
Control  Program,  and  that  tests  nr  reviews  involving  the  DoD  implementing 
agencies  sh^  be  jointly  accomplished  by  DFAS-DE  and  the  agencies  involved. 
DFAS-DE  personnel  informed  us  that  they  have  authority  over  neither  the  DoD 
implementing  agencies  and  the  disbursing  stations  nor  all  the  Defense 
Accoimting  Offices. 


Materiality  and  Impact  on  Financial  Statements 


The  internal  accounting  controls  over  fund  balances  with  Treasury  were 
materially  deficient.  DoD  Financial  Regulation  volume  1,  contains  guidance  on 
what  constitutes  a  material  deficiency  in  an  accounting  system.  That  regulation 
provides  13  key  accounting  requirements  that  systems  must  reasonably  comply 
with  to  meet  standards  established  by  the  GAO,  0MB,  the  Department  of  the 
Treasury,  and  DoD. 

Key  Accounting  Requirements.  The  seventh  key  accounting  requirement 
states  that  the  system  must  have  good  fund  control  procedures  to  prevent 
untimely  liquidation  of  obligations,  unmatched  exp^ditures,  and  undistributed 
disbursements.  The  eighth  tey  requirement  deals  with  audit  trails  and  provides 
that  a  system  should  ensure  that  transactions  are  correctly  classified,  coded,  and 
record^  in  aU  affected  accounts.  Also,  the  financial  transactions  that  the 
system  is  accounting  for  must  be  ad^uately  supported  with  pertinent  documents 
and  source  records.  All  transactions,  including  those  that  are  computer¬ 
generated  and  computer-processed,  must  be  traceable  to  individual  source 
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records.  The  ninth  key  accounting  requirement  deals  with  cash  and  specifies 
that  a  system  should  be  designed  to  ensure  timely  payments  based  on  properly 
approved  disbursement  documents. 

Calculating  Material  Deficiency.  According  to  the  regulation,  a  dq)arture 
from  a  key  accounting  requirement  is  considered  a  material  deficiency  if  that 
departure  could  result  in  loss  of  control  over  5  percent  or  more  of  die 
measurable  resources  for  which  the  accounting  system  is  responsible.  As  of 
September  30,  1995,  the  statement  of  financial  position  reported  a  cash  balance 
of  $5.5  billion  in  the  fund  balances  with  Treasury  for  the  FMS  Trust  Fund. 
Applying  the  regulation's  materiality  criteria  of  5  percent  to  the  fund  balances 
with  Treasury  would  mean  that  a  material  deficiency  would  occur  if  cash  were 
$275  million  more  or  less  than  the  reported  amount. 

Material  Deficiencies  in  Fund  Balances  With  Treasury.  The  inability  of 
DFAS-DE  to  provide  supporting  documentation  to  allow  us  to  audit 
$13.4  billion  of  disbmsements  for  the  FMS  Trust  Fund,  and  the  missing 
original  voucher  numbers  in  the  accounting  system  were  reasons  for  concern. 
The  internal  control  structure  was  materially  deficient,  because  the  potential  loss 
of  control  due  to  inadequate  audit  trails  and  computer  interface  may  exceed  the 
$275  million  criteria  for  materially,  especially  given  that  the  balance  includes 
$370.5  million  of  undistributed  unidentifiable  disbursements.  As  such,  the  cash 
balance  of  $5.5  billion  presented  in  the  statement  of  financial  position  cannot  be 
relied  upon. 


Additional  Data  Provided  by  DFAS-DE 


Disbursements  Audit  Trails.  On  March  15,  1996,  after  we  completed  our 
audit  field  work,  DFAS-DE  provided  new  data  to  support  availability  of 
disbursements  audit  trail.  The  DFAS-DE  accounting  director  stated  that  using 
the  data  he  provided  required  a  sampling  plan  different  from  the  one  our 
statisticians  designed.  The  proposed  sampling  plan  required  a  smaller  sample, 
and  the  selection  would  be  by  month.  The  accounting  director  also  stated  that 
directions  had  been  given  to  add  the  voucher  number  to  a  report  that  would 
facilitate  tracking  the  disbursement  vouchers  in  the  future.  Our  examination  of 
the  data  DFAS-DE  provided  showed  no  evidence  to  support  auditability  of  the 
FMS  Trust  Fund  disbursements  of  FY  1995.  However,  for  fiiture  audits, 
including  the  voucher  numb^  and  the  complete  disbursement  ^te  should  make 
it  possible  to  attempt  the  disbursement  verifications. 

On  April  15  and  16,  1996,  DFAS-DE  provided  additional  data  to  support 
availability  of  disbursements  audit  trail.  DFAS-DE  personnel  stated  that  they 
were  able  to  track  about  250  of  the  350  vouches  in  the  initial  sample  using  the 
existing  audit  trail.  Three  DFAS-DE  personnel  retrieved  the  documents  in 
3V4  days.  However,  those  personnel  identified  the  supporting  vouchers  through 
the  process  of  trial  and  error  and  elimination  whenever  identical  amounts  were 
disbursed.  We  bdieve  voucher  numbers,  as  unique  identifiers  of  transactions, 
should  represent  the  audit  trail  leading  to  the  disbursement  supporting 
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documents.  DFAS-DE  initiated  an  action  to  ensure  the  voucher  numbers  are 
rqHjrted  in  the  accounting  systems  of  the  Army,  the  Navy,  and  the  Air  Force. 
DFAS-DE  actions  are  commendable  because  the  changes  should  result  in  a 
reasonably  accessible  audit  trail  for  future  audits. 

Undistributed  Disbursements  Audit  Trails.  On  April  15  and  16,  1996, 
DFAS-DE  provided  additional  data  that  showed  that  efforts  were  xmderway  to 
address  vigorously  the  issue  of  the  problem  disbursements.  Those  efforts 
included  tiie  assignment  of  a  ^)ecial  project  office  in  May  1995  to  contact  the 
implementing  agencies  to  resolve  the  undistributed  disbursements.  However, 
DFAS-DE  personnel  believed  that  they  did  not  have  the  authority  to  aiforce 
corrective  actions  over  all  the  Defense  Accounting  Offices  because  not  all  those 
offices  were  part  of  DFAS-DE.  As  a  result  of  DFAS-DE  efforts,  the  balance  of 
the  undistributed  disbursement  was  reduced  from  $370.2  million  at  the  end  of 
September  1995,  to  $278  million  as  of  February  1996.  However,  DFAS-DE 
personnel  believed  that  although  they  can  provide  the  detailed  transactions 
comprising  the  $370.2  million  reported  as  of  September  1995,  the  detailed 
transactions  occurred  over  several  years  and  were  comprised  of  numerous 
positive  and  negative  transactions  with  little  to  relate  them  to  each  other,  which 
could  make  a  reconciliation  impractical. 


Management  Comments  on  Finding  and  Audit  Response 


Management  Comments.  The  Under  Secretary  disagreed  with  our  finding  that 
the  balance  of  the  Fund  Balances  With  the  Treasury  account  may  be  materially 
misstated,  because  the  account  was  reconciled  to  the  Treasury  to  the  penny. 
The  Under  Secreta^  stated  that  the  fact  that  some  disbursements  were  not 
distributed  to  a  specific  country  or  case  for  a  period  of  time,  and  the  lack  of  an 
easily  accessible  audit  trail,  ^d  not  support  the  conclusion  that  the  account 
balance  may  be  materially  misstated. 

Audit  Response.  Reconciling  the  Fund  Balances  With  the  Treasury  accoimt 
with  the  Treasury  by  itself  would  not  preclude  misstatement  because  the 
reconciliation  was  completed  with  the  undistributed  disbursements  included. 
The  $370.5  million  of  undistributed  disbursements  rq}resented  a  material 
problem  because  it  was  the  net  difference  between  an  unknown  large  number  of 
positive  and  negative  transactions,  propriety  of  the  disbursements  was  not 
established,  DFAS-DE  was  unable  to  provide  reliable  records  to  identify  how 
long  transactions  were  outstanding,  and  the  records  provided  by  DFAS-DE 
disclosed  that  those  undistributed  disbursements  occurr^  annually  begimiing  in 
1988.  Additionally,  because  we  were  unable  to  obtain  the  supporting 
documents  for  the  disbursements,  we  believe  the  account  balance  may  be 
materially  misstated. 
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Recommendations,  Management  Comments,  and  Audit 
Response 


B.l.  We  recommend  that  the  Director,  Defense  Finance  and  Accounting 
Service,  Denver  Center: 

a.  Modify  the  applicable  subsystems  of  the  Defense  Int^rated 
Financial  System  to  retain  the  disbursement  voucher  numW  and  &e 
disbursonent  day  that  are  transmitted  to  the  Defense  Finance  and 
Accounting  Service,  Denver  Center  by  disbursing  stations. 

b.  Establish  management  controls  to  ensure  that  the  Defense 
Finance  and  Accounting  Service,  Denver  Center  identify  ^e  agencies 
causing  the  undistributed  disbursements,  follow  up  wiA  those  agencies  to 
resolve  the  amounts  in  suspense,  and  implement  guidance  contained  in  the 
memorandum  from  the  Under  Secretary  of  Defense  (Comptroller)  "DoD 
Accounting  Policy  and  Procedures  for  Researching  and  Correcting 
Unmatched  Disbursements  and  Negative  Unliquidated  Obligation 
Transactions." 

B.2.  We  recommend  that  the  Director,  Defense  Finance  and  Accounting 
Service,  establish  management  controls  to  ensure  that  disbursing  stations 
identify  a  valid  foreign  military  sales  countiy,  case,  or  surcharge  account 
before  processing  a  d&bursement  to  the  Foreign  IVQlitary  Sales  Trust  Fund. 

Management  Comments.  The  Under  Secretary  concurred  with  the 
recommendations.  The  Under  Secretary  stated  that  DIFS  supporting  feeder 
subsystems  will  be  modified  to  retain  the  voucher  number  and  disbursement 
date.  In  addition,  actions  were  being  taken  to  resolve  problem  disbursements, 
and  policy  guidance  will  be  issued  to  disbursing  activities  directing  that  sdl  FMS 
disbursements  be  identified  to  a  valid  foreign  customer  or  surcharge  account. 
Further,  DSAA  and  DFAS  were  tasked  in  May  1996  to  develop  specific  plans 
to  better  identify  and  resolve  undistributed  disbursements.  Actions  taken  in 
response  to  the  recommendations  will  be  completed  by  Sq)tember  30,  1996. 

B.3.  We  recommend  that  the  IMrector,  Defense  Security  Assistance 
Agency,  establish  a  time-phased  plan  to  resolve  the  undistributed 
disbursements. 

Management  Comments.  The  DSAA  Comptroller  concurred,  stating  that  as  a 
minimum,  final  reconciliation  of  cost  (includmg  disbursements)  and 
performance  will  be  conducted  at  case  closure. 
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Audit  Response.  The  DSAA  Comptrollo:  did  not  specify  the  completion  date 
for  the  time-phased  plan.  Therefore,  we  request  that  the  DSAA  Comptroller 
provide  the  completion  date  in  response  to  the  final  report. 
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The  DFAS-DE  did  not  have  an  adequate  audit  trail  to  track  the  accounts 
payable  -  transactions  with  Federd  (governmental)  entities,  accounts 
payable  -  transactions  with  non-Federal  (governmental)  entities,  and 
unearned  revenue  -  advances  from  public  -  other  non-Federal 
(governmental)  liabilities,  and  did  not  properly  accrue  accounts  payable. 
The  audit  tr^  was  inadequate  because  DFAS-DE  did  not  ensure 
inclusion  of  the  Navy  accounts  payable  m  DIFS,  maintain  subsidiary 
ledgers  for  the  accounts  payable  and  the  unearned  revenue  account,  and 
perform  monthly  reconciliation  with  the  general  ledger.  Additionally, 
DFAS-DE  did  not  accrue  incurred  expenses  because  it  was  not  requir^ 
to  maintain  expense  accounts  for  the  FMS  Trust  Fund.  As  a  result, 
DFAS-DE  internal  controls  were  not  adequate  to  provide  reasonable 
assurance  that  the  $182  million  of  accounts  ^yable,  and  $13.1  billion  of 
unearned  revenue  were  accurate;  therefore,  those  account  balances  may 
be  materially  misstated. 


Regulatory  Requirements 


Accounts  Payable.  DoD  Financial  Management  Regulation  7000.14, 
volume  4,  "Financial  Management  Regulation;  Accounting  Policy  and 
Procedures,"  Janu^  1995  (DoD  FinancM  Regulation,  volume  4),  establishes 
the  accounting  policy  for  accounts  payable.  It  requires  that  amounts  recorded  as 
payable  be  supported  with  proper  documentation  that  clearly  shows  the  basis  for 
the  amounts  recorded  and  the  terms  by  which  payments  are  to  be  made.  The 
balances  in  the  accounts  payable  are  to  be  reconciled  to  ttie  supporting 
documentation  at  least  armually.  DoD  Financial  Regulation,  volume  15, 
requires  DFAS-DE  to  perform  a  continuous  analysis  of  balances  in  accounts 
payable,  to  include  aging,  to  ensure  that  timely  payments  are  made.  If 
payments  are  untimely,  DFAS-DE  is  required  to  review  internal  paym«it 
procedures  and  implement  necessary  corrective  action.  Also,  DFAS-DE  is 
required  to  maintain  a  subsidiary  iMger  that  is  reconciled  monthly  with  the 
general  ledger,  in  addition  to  providing  an  audit  trail  for  all  posting  in  the 
system.  GAO  title  2  requires  that  accounts  payable  for  goods  and  services  be 
recorded  as  a  liability  after  the  goods  or  services  are  received.  The  liability 
reported  in  annual  financial  statements  should  reflect  invoices  received,  and  the 
estimated  amounts  for  invoices  not  yet  received. 

Unearned  Revenue.  For  the  FMS  Trust  Fund,  DoD  Financial  Regulation, 
volume  15,  requires  that  the  unearned  revenue  account  includes  subsidiary 
ledgers  for  each  of  the  FMS  surcharges.  To  provide  an  audit  trail  of  all 
posting,  the  subsidiary  ledgers  are  maintained  in  the  DIFS.  Extracts  of  the 
ledgers  are  made  available  to  the  Security  Assistance  Program  Managers  as 
required  for  management  purposes.  DoD  Financial  Regulation,  volume  15, 
requires  that  DFAS-DE  an^yze  activity  in  the  surcharge  accounts.  The  analysis 
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should  include  recommendations  on  rate  changes  and  redistribution  of  surcharge 
account  balances  for  DSAA  coordination  with  the  Under  Secretary  of  Defense 
(Comptroller)  and  Chief  Financial  Officer. 


Accounts  Payable  and  Unearned  Revenue  Account  Balances 


The  DFAS-DE  did  not  have  an  adequate  audit  trail  to  track  the  accounts 
payable  -  transactions  with  Federal  (governmental)  entities,  accounts 
payable  -  transactions  with  non-Federal  (governmental)  entities,  and  unearned 
revenue  -  advances  from  public  >  other  non-Federal  (governmental)  liabilities. 
Of  Ae  $15.8  billion  total  liabilities  shown  in  Table  1,  $13.3  billion  was 
attributed  to  those  three  accounts.  To  determine  the  acciuracy  of  the 
$182  million  accounts  payable  balance  as  of  September  30,  1995,  we  requested 
a  subsidiary  ledger  by  vendor,  listing  impaid  vouchers  to  support  the  yearend 
adjustments,  and  tiie  accounts  payable  reconciliation  records.  DFAS-DE  was 
unable  to  provide  the  detail  by  vendor  and  the  accounts  payable  reconciliation 
records.  To  establish  tiie  reasonableness  of  the  $13.1  bilbon  reported  in  the 
unearned  revenue  account  as  of  Sq)tember  30,  1995,  we  requested  DFAS-DE  to 
provide  an  analysis  of  the  subsidiary  ledgers  for  that  account.  DFAS-DE 
attempted  a  number  of  times  but  was  unable  to  provide  the  detail  for  the 
unearned  revenue.  In  addition  to  the  unauditability  of  those  accounts,  there  was 
no  assurance  that  the  DSAA  was  using  accurate  information  in  its  marragement 
of  the  surcharges.  The  unearned  revenue  account  should  be  used  to  review  the 
surcharge  accounts  as  required  by  the  DoD  Financial  Regulation,  volume  15. 


Accounting  and  Related  Systems 


The  DFAS-DE  did  not  comply  with  the  attributes  of  an  effective  accounting 
system  because  the  FMS  Trust  Fund  accounting  system  did  not  record  all  valid 
accounts  payt^le  transactions,  maintain  adequate  audit  trails,  and  capture 
transactions  on  tiie  accrual  basis  of  accoimting. 

Navy  Accounts  Payable.  Accounts  payable  of  the  FMS  Trust  Fund 
were  incomplete.  Specifically,  the  Navy  accounts  payable  related  to  FMS  were 
not  included  in  the  statement  of  financial  position  for  FY  1995.  DIFS  and  the 
Navy  system,  the  Management  Information  System  for  International  Logistics, 
and  the  Standard  Accounting  and  Reporting  System  were  not  compatible  to 
capture  the  accounts  payable  of  the  Na'ty.  The  Navy  did  not  submit  its  accounts 
payable  data  to  DFAS-DE.  Additionally,  DFAS-DE  management  had  not 
required  the  Navy  to  report  its  I^S  accounts  payable  manually  to  allow 
incorporation  of  those  payable  into  the  DFAS-DE  accounting  system. 
DFAS-DE  management  stated  that  the  Navy  did  not  have  a  separate  tracking 
system  for  the  FMS  accounts  payable  from  its  normal  accounts 
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payable,  which  made  it  difficult  to  sq)arate  the  FMS  portions.  Without  such  a 
break-out,  we  would  be  unable  to  identi^  the  universe  to  test  the  fairness  of  the 
accounts  payable  presented  in  the  financial  statements. 

Audit  Trail  for  Accounts  Payable.  The  FMS  Trust  Fund  accounts 
payable  were  unauditable  because  DFAS-DE  did  not  have  an  audit  trail  by 
vendor  or  major  command,  and  the  rqwrts  provided  by  DFAS-DE  did  not  agree 
with  the  accounts  payable  general  ledger  balance.  DFAS-DE  personnel  stated 
that  their  reqwnsibilities  only  required  them  to  compile  data  provided  by  the 
DoD  implementing  agencies.  The  specific  internal  control  standard  of 
documentation,  included  in  the  GAO  title  2,  requires  that  support  for 
transactions  be  readily  available  for  examination  and  easU}^  accessible  to  allow 
tracking  a  transaction  through  its  completion.  DoD  Financial  Regulation, 
volume  15,  requires  DFAS-DE  to  maintain  audit  trails  between  source 
documents  and  entries  to  the  mechanized  accounting  system.  That  audit  trail  is 
to  be  used  to  track  and  verify  the  origin  of  the  data. 

To  validate  the  accuracy  and  completeness  of  accounts  payable  at  the 
implementing  agency  level,  we  requested  from  DFAS-DE  a  schedule  of 
accounts  payable  by  v«idor.  DFAS-DE  had  access  to  the  Case  Management 
Control  System'  which  handled  the  Air  Force  case  performance  data. 
DFAS-DE  was  imable  to  provide  the  schedule  of  accounts  payable  by  vendor. 
We  th«i  contacted  one  of  the  DFAS  field  offices,  the  Defense  Accounting 
Office  (which  supported  the  Air  Force  opoiating  agencies  at  Bolling  Air  Force 
Base),  to  inquire  about  the  availability  of  the  data  by  vendor.  The 
representatives  of  that  DFAS  Defense  Accounting  Office  stated  that  to  provide 
the  data  by  vendor,  they  would  need  the  elemait  of  expense  data.  The  listing 
we  had  obtained  from  DFAS-DE  did  not  contain  the  element  of  expense. 
DFAS-DE  could  not  provide  the  Air  Force  accounts  payable  by  element  of 
expense  because  the  Case  Management  Control  System  could  not  produce  a 
rqwrt  with  the  element  of  expense  code  information.  As  a  result  of  the 
nonavailability  of  an  adequate  audit  trail,  we  were  unable  to  verify  the  asserted 
completeness  and  accuracy  of  the  $182  million  accounts  payable  reported  in  the 
statement  of  financial  position. 

Audit  Trail  for  Unearned  Revenue.  The  DFAS-DE  did  not  have 
adequate  audit  trails  to  identify  the  contents  of  the  unearned  revenue  account. 
Subsidiary  ledgers  for  that  account  were  not  maintained  and  the  audit  trail  was 
never  tested.  The  general  ledger  balance  did  not  agree  with  either  the  detail 
extract  provided  by  DFAS-DE  or  the  correqwnding  surcharge  cash  account 
balances.  That  condition  occurred  because  DFAS-DE  did  not  maintain 
subsidiary  accounts  and  could  not  identify  an  appropriate  audit  trail  between 
source  documents  and  entries  to  the  mechanized  accounting  system,  as  required 
by  DoD  Financial  Regulation  volume  15.  As  a  result,  we  were  unable  to 
review  $13.1  billion  of  the  $15.6  billion  rq>orted  for  unearned  revenue  in  the 
statement  of  financial  position. 


^The  Case  Management  Control  System  is  an  Air  Force  interactive  financial 
management  system  designed  to  manage  and  control  Air  Force  FMS  operations. 
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Accraal  Basis  of  Accounting.  The  DFAS-DE  did  not  properly  accrue 
the  cost  of  known  accounts  payable  at  the  end  of  each  month,  "nie  accounts 
payable  of  the  Navy  were  not  accrued.  Further,  based  on  our  review  of  the 
disbursed  contract  administration  costs  for  October  and  November  1995  and  the 
actual  period  of  performances  for  the  services  provided,  $24.3  million  was  not 
accrued  in  FY  1995.  That  occurred  because  no  local  procedures  existed  at 
DFAS-DE  to  implement  the  requirement  of  DoD  Financial  Regulation  volume 
15  to  ensure  ^t  die  accounting  system  be  conducted  on  the  accrual  basis  of 
accounting. 


Control  Procedures 


One  of  the  features  of  an  effective  internal  control  structure  is  the  existence  of 
control  procedures  that  rasure  independent  checks  on  performance  and  proper 
valuation  of  recorded  amounts.  Those  procedures  include  reconciliations  and 
management  review  of  reports  that  summarize  the  detail  of  account  balances, 
such  as  an  aged  accounts  payable  listing.  DFAS-DE  did  not  maintain  effective 
control  proc^ures. 

Accounts  Payable  Reconciliation.  The  DFAS-DE  did  not  test  audit 
trails  for  the  accounts  payable  and  did  not  reconcile  or  age  balances  before  the 
preparation  of  the  trial  balance,  as  required  by  DoD  Financial  Regulation 
volume  15.  DFAS-DE  personnel  stated  that  neither  monthly  nor  yearly 
reconciliations  were  performed.  The  only  time  a  reconciliation  of  details  and 
general  ledger  accounts  payable  had  b^n  performed  was  during  the  initial 
conversion  of  tiie  accounts  payable  data  into  DIFS.  Bemuse  those 
reconciliations  and  analysis  were  not  performed,  accounts  payable  balances 
cannot  be  relied  upon.  Additionally,  DFAS-DE  did  not  perform  the  accounts 
payable  aging  and  analysis  required  by  DoD  Financial  Regulation  volume  15  to 
ensure  timely  payments  were  made  to  the  implementing  agencies  and 
contractors.  DFAS-DE  persoimel  informed  us  Aat  they  caimot  perform 
accounts  payable  aging  and  analysis  because  the  source  documents  were 
maintained  by  the  implementing  agencies.  We  believe  DFAS-DE  can  discharge 
its  assigned  responsibilities  by  requesting  the  needed  accounts  payable  data  from 
the  implementing  agencies  and  then  performing  the  required  analysis. 

Unearned  Revenue  Reconciliation.  The  DFAS-DE  did  not  implement 
DoD  Financial  Regulation  volume  15,  which  requires  that  the  account  be 
supported  by  subsidiary  ledgers  and  reconciled  monthly  with  the  control  account 
in  me  general  ledger.  Maintaining  those  subsidiary  ledges  and  performing 
monthly  reconciliations  provide  required  accurate  audit  bails.  Without  such 
reconciliations,  there  was  no  assurance  that  this  account  accumulated  accurate 
financial  data.  DFAS-DE  did  not  maintain  audit  trails  to  identify  the  contents 
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of  the  unearned  revenue  account  and  did  not  analyze  the  account.  DFAS-DE 
used  the  uneam^  revenue  account  as  a  contraaccounr  in  a  number  of 
transactions: 

o  Cash  was  debited  and  the  unearned  revenue  account  was  credited  as  a 
contraaccount  when  cash  was  collected  from  a  customer. 

o  Cash  was  credited  and  the  unearned  revenue  account  was  debited  as  a 
contraaccount  when  cash  was  paid  to  an  implementing  agency  for  its 
administrative  expenses. 

o  Accounts  payable  were  credited  and  the  unearned  revenue  account 
was  debited  as  a  contraaccount  when  funds  were  payable  to  an  implementing 
agency  or  a  defense  contractor. 


Materiality  and  Impact  on  Financial  Statements 


The  internal  accounting  controls  over  the  liabilities  were  materially  deficient. 
DoD  Financial  Regulation,  volume  1,  contains  guidance  on  what  constitutes  a 
material  deficiency  in  an  accounting  system.  That  regulation  provides  13  key 
accounting  requirements  that  systems  must  reasonably  comply  with  to  meet 
standards  established  by  the  GAO,  0MB,  the  Department  of  Treasury,  and 
DoD. 

Key  Accounting  Requirements.  The  first  key  states  that  the  system  must  list 
control  and  subsidiary  general  ledger  accounts  by  title  and  numbers  along  with  a 
definition  of  each  account.  Subsidiary  accounts  are  to  be  reconciled  to  the 
control  accounts  at  least  monthly.  The  eighth  key  accounting  requirement 
pertains  to  audit  trails  and  states  that  the  accounting  system  shodd  ensure  that 
transactions  are  correctly  classified,  coded,  and  recorded  in  all  affected 
accounts.  Also,  the  financial  transactions  that  the  system  is  accounting  for  must 
be  adequately  supported  with  pertinent  documents  and  source  records.  All 
transactions,  including  those  that  are  computer-generated  and  computer- 
processed,  must  be  traceable  to  individual  source  records.  The  ninth  l»y 
accounting  requirement  pertains  to  accounts  payable  and  specifies  that  payables 
should  be  recorded  in  the  proper  accounting  period  and  that  the  liability 
reported  in  aimual  financial  statements  shall  refiect  amounts  due  for  goods  and 
services  received. 

Calculating  Material  Deficiency.  According  to  the  DoD  Financial  Regulation, 
volume  1,  a  departure  from  a  key  accounting  requirement  is  considered  a 
material  deficiency  if  that  departure  could  result  in  loss  of  control  over 
5  percait  or  more  of  the  measurable  resources  for  which  the  accounting  system 


®Under  the  double  entry  accounting  concq)t,  an  accounting  entry  must  have  a 
dd)it  and  a  credit  side.  DFAS-DE  used  contraaccounts  to  provide  the  balancing 
side  of  the  accounting  entries,  not  to  provide  usable  accounting  information. 
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is  responsible.  As  of  September  30,  1995,  the  statement  of  financial  position  for 
the  FMS  Trust  Fund  reported  a  balance  of  $15.8  billion  in  total  liabilities. 
Applying  the  regulation’s  materiality  criteria  of  5  percent  to  that  balance  would 
mean  that  a  material  deficiency  would  occur  when  liabilities  were  $790  million 
more  or  less  than  tiie  reported  amount. 

Material  Deficiencies  in  Liabilities.  The  DFAS-DE  failure  to  report  the  Navy 
FMS  accounts  payable,  rq>ort  accrued  accounts  payable,  and  maintain  and 
reconcile  subsidiary  ledgers  were  reasons  for  concern.  The  internal  control 
structure  was  materially  deficient,  because  the  lack  of  an  accurate  and  reliable 
audit  trail  in  DIFS;  the  potential  loss  of  control  from  not  adhering  to  the  DoD 
Financial  Regulation  volume  15;  and  not  conducting  an  annual  reconciliation 
may  result  in  exceeding  the  $790  million  criteria  for  materiality.  The 
unauditable  accounts  payable  and  unearned  revenue  accounts  reported 
$182  million  and  $13.1  billion,  respectively.  As  such,  $13.3  billion  of  the 
$15,8  billion  of  liabilities  presented  in  the  statement  of  financial  position  of  the 
FMS  Trust  Fund  may  not  be  relied  upon. 


Additional  Data  DFAS-DE  Provided 


Audit  Trail  for  Accounts  Payable.  On  March  15,  1996,  after  we  completed 
our  audit  field  work,  DFAS-DE  provided  new  data  to  support  completeness  of 
the  accounts  payable  balance  rqwrted  in  the  September  30,  199^  financial 
statements  for  ^e  FMS  Trust  Fund.  The  additional  data  included  accounts 
payable  reconciliation  with  trial  balance,  a  list  of  accounts  payable  at  case  and 
country  levels,  December  1995  accounts  payable  summary  by  command  code, 
and  December  1995  accounts  payable  summary  by  country.  Our  examination  of 
that  data  show^  no  evidence  to  support  completeness  and  auditability  of  the 
FMS  Trust  Fund  accounts  payable.  The  total  provided  did  not  match  the  total 
in  the  financial  statements,  and  the  Navy  accounts  payable  were  still  missing. 

On  April  15  and  16,  1996,  DFAS-DE  personnel  provided  additional  data  to 
support  availability  of  audit  trails  for  accounts  payable.  DFAS-DE  personnel 
also  believed  that  the  DoD  Financial  Regulation,  volume  15,  should  be  changed 
to  relieve  DFAS-DE  from  the  requirement  to  age  accounts  payable  to  ensure 
timely  payments  to  vendor  because  the  supporting  documents  were  maintained 
at  the  installation  level  accounting  systems.  We  do  not  expect  the  vendor 
supporting  documents,  such  as  contracts  and  delivery  reports,  to  be  available  at 
DFAS-DE.  However,  summary  level  rqwrts  should  be  available  at  DFAS-DE. 
We  still  believe  that  neither  a  complete  imiverse,  nor  adequate  audit  trails  of  the 
accounts  payable,  were  available  to  allow  tracing  the  balances  from  DIFS  to 
the  Military  Departments  accounting  systems,  to  the  installation  level  accounting 
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systems,  and  finally  to  the  supporting  source  documents.  The  Navy  accounts 
payable  were  not  available,  and  the  reports  provided  by  DFAS-DE  did  not  agree 
with  the  general  ledger  balances. 

Audit  Trail  for  Unearned  Revenue.  On  March  25,  1996,  DFAS-DE  provided 
us  additional  information  to  support  availability  of  an  audit  trail  for  the 
unearned  revenue  account.  The  data  provided  were  a  summary  reconciliation 
including  the  sum  of  cash  with  the  Treasury  account  balance  and  cash  with 
commercial  banks,  subtracting  the  accounts  payable  balance,  thus  producing  the 
unearned  revenue  accoxmt  bailee.  The  data  DFAS-DE  providal  did  not  show 
the  applicable  subsidiary  accounts.  Instead,  balances  of  four  asset  and  liability 
accounts  reported  in  the  FMS  Trust  Fund  statement  of  financial  position  were 
added  together  to  derive  the  balance  reported  for  unearned  revenue  in  the 
statement  of  financial  position.  On  April  15  and  16,  1996,  we  met  with 
DFAS-DE  persoimel  to  further  discuss  the  audit  trails  for  the  unearned  revenue 
account.  We  explained  to  DFAS-DE  personnel  our  concerns  about  the  audit 
trail,  considering  DoD  Finandal  Regulation,  volume  15,  requirement  of 
maintaining  reconcilable  subsidiary  lagers  for  that  account.  DFAS-DE 
personnel  maintained  their  position  that  Ae  account  was  only  a  contraaccount. 
We  believe  the  resolution  of  the  issue  of  recognizing  the  FMS  Trust  Fund 
revenues  and  expenses  would  result  in  a  different  purpose  for  the  xmeamed 
revenue  account.  For  example,  the  unearned  revalue  account  would  not  be 
debited  by  funds  payable  to  the  implementing  agencies  and  defense  contractors, 
instead  an  expense  account  would  be  debited. 


Management  Comments  on  Finding  and  Audit  Response 


Management  Comments.  The  Under  Secretary  stated  that  audit  trails  for  the 
accounts  payable  were  in  place  and  were  adequate,  and  the  auditors  attempted  to 
audit  the  accounts  by  loomg  only  at  the  Depa^ental  level  systems  and  not  the 
feeder  systems.  The  auditors  were  given  a  list  of  summary  accounts  payable 
transactions  that  identified  payables  to  country,  case,  line,  and  activity  whae 
the  detail  data  were  located.  Also,  the  auditors  were  given  a  reconciliation  of 
the  unearned  revenue  -  advances  from  public-other  non-Federal  (governmental) 
liabilities  account  that  reconciled  to  the  penny. 

Audit  Response.  The  audit  trail  for  the  accounts  payable  was  not  adequate 
because  the  data  that  DFAS-DE  provided  during  Ae  audit,  and  on  two 
subsequent  occasions,  did  not  prove  that  an  adequate  audit  trail  existed.  The 
data  provided  were  incomplete  thus  imreliable.  The  totals  did  not  agree  with 
the  balance,  and  the  data  did  not  have  a  unique  idoitifier  to  follow  the  audit 
trail  through  the  supporting  documents.  In  all  the  accounts  we  attempted  to 
verify,  including  the  accounts  payable,  we  requested  the  amounts  reported  in  the 
trial  balance  departmental  level)  be  de^ed  to  ultimately  identify  the 
organizations  holding  the  supporting  documents  regardless  of  the  number  of  the 
intermediate  organizations  involved  between  the  Dqpartmental  level  and  the 
source  documents.  Although  the  reconciliation  that  DFAS-DE  provided  agreed 
with  the  trial  balance,  it  did  not  provide  the  universe  of  each  subsidiary 
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surcharge  accounts  involved.  DFAS-DE  derived  the  balance  of  the  unearned 
revenue  account  by  calculating  the  difference  between  the  asset  and  liability 
accounts  excluding  the  unearned  revenue  account.  DFAS-DE  was  unable  to 
provide  the  audit  tr^s  for  the  accounts  payable  and  the  unearned  revenue 
accounts. 


Recommendations,  Management  Comments,  and  Audit 
Response 


C.l.  We  recommend  that  the  Assistant  Secretary  of  the  Navy  (Financial 
Management  and  Comptroller)  report  to  the  Defense  Finance  and 
Accounting  Service,  Denver  Center,  the  Navy's  foreign  military  sales 
accounts  payable  applicable  to  transactions  with  Federal  (governmental) 
entities,  and  transactions  with  non-Federal  (governmental)  entities,  in 
compli^ce  with  DoD  Financial  Management  Regulation  7000.14, 
volume  15,  "Financial  Management  Regulation;  Security  Assistance  Policy 
and  Procedures,"  March  1993. 

Management  Comments.  The  Principal  Deputy  Assistant  Secretary  of  the 
Navy  (Financial  Management  and  Comptroller)  concurred.  Actions  to  meet  the 
recommendation  will  be  completed  by  July  30,  1996. 

C.2.  We  recommend  that  the  Director,  Defense  Finance  and  Accounting 
Service,  Denver  Center; 

a.  Report  the  Navy  accounts  payable  in  the  Defense  Integrated 
Financial  System,  and  in  the  financial  statements. 

Management  Comments.  The  Under  Secretary  concurred,  stating  that  action 
is  being  taken  to  receive  the  Navy  accoimts  payable  data  by 
September  30,  1996. 

b.  Maintain  a  subsidiary  ledger  for  the  accounts  payable  to  allow 
identification  and  testing  of  audit  trails,  as  required  by  DoD  Financial 
Management  Regulation  7000.14,  volume  15. 

Management  Comments.  The  Under  Secretary  concurred,  stating  that  an  audit 
trail  exists  for  the  accounts  payable,  and  by  S^tember  30,  1996,  DoD  Financial 
Management  Regulation  7000.14,  volume  15  will  be  changed  to  recognize  that 
vendor  identification  is  at  the  inst^ation  level. 

Audit  Response.  We  maintain  that,  based  on  the  documents  reviewed, 
adequate  audit  trails  leading  to  the  source  documents  at  accounting  systems 
below  DIFS  did  not  exist  at  DFAS-DE.  We  request  that  the  Under  Secretary 
provide  additional  comments  in  response  to  the  final  report. 
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c.  Request  accounts  payable  aging  lists  by  vendor  from  those  DoD 
organizations  implementing  Letters  of  Offer  and  Acceptance,  summarize 
those  lists  at  the  F^^  Trust  Fund  level,  and  perform  needed  analysis  to 
ensure  fulfillment  of  the  task  assigned  by  DoD  Financial  Management 
Regulation  7000.14,  volume  15. 

Management  Comments.  The  Under  Secret^  partially  concurred.  The 
Under  Secretary  stated  that  accounts  payable  aging  information  can  be  obtained 
from  the  installation  level  accounting  systems,  and  by  September  30,  1996, 
DoD  Financial  Management  Regulation  7000. 14,  volume  15,  will  be  changed  to 
recognize  that  aging  of  the  accounts  payable  is  an  installation  level  function. 

Audit  Response.  Changing  DoD  policy  to  assign  the  task  of  aging  accounts 
payable  to  installation  level  organizations  satisfies  the  intent  of  the 
recommendation. 

d.  Reconcile  accounts  payable  balances  with  the  supporting 
documentation  or  subsidiary  records  before  the  preparation  of  the  trial 
balance  as  required  by  DoD  Financial  Management  Regulation  7000.14, 
volume  15. 

Management  Comments.  The  Under  Secretary  concurred,  stating  that 

procedures  have  been  changed  to  ensure  that  the  accounts  payable  account  is 
reconciled  to  supporting  subsidiary  data  on  a  regular  basis  beginning  in 
May  1996. 

e.  Implement  the  DoD  Financial  Management  Regulation  7000.14, 
volume  15,  requirement  that  subsidiary  ledgers  be  maintained  and 
reconciled  monthly  for  the  unearned  revenue-advances  from  public-other 
non-Federal  (governmental)  liabilities  account. 

Management  Comments.  The  Under  Secretary  concurred,  stating  that 

beginninjg  in  June  1996,  the  unearned  revenue  account  will  be  reconcile  with 
the  existing  subsidiary  data. 

Audit  Response.  The  Under  Secretary  comments  met  the  intent  of  the 
recommendation.  If  the  Office  of  Management  and  Budget  will  not  grant  a 
waiver  from  preparing,  and  have  audited,  financial  statements  for  the  FMS 
Trust  Fund,  DoD  will  account  for  surcharge  revenues  and  expenses  in  the  FMS 
Trust  Fund.  When  that  happens,  the  function  of  the  unearned  revenue  advances 
from  public-other  non-Federal  (governmental)  liabilities  account  will  have  to  be 
determined  (see  management  comments  on  Recommendation  A.l.a.).  The 
existing  DoD  policy  requires  that  the  account  include  subsidiary  ledgers  for  the 
surcharge  accounts. 
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f.  Establish  procedures  at  the  Defense  Finance  and  Accounting 
Service,  Denver  Center,  to  properly  accrue  the  anticipated  expenses 
attributable  to  the  accounts  payable  at  the  end  of  each  month. 

Management  Comments.  The  Under  Secret^  partially  concurred,  stating 
that  DoD  policy  is  that  there  are  no  expenses  in  the  FMS  Trust  Fund.  DFAS 
will  take  action  to  obtain  data  on  accrued  accounts  payable  at  each  month  end. 
Procedures  will  be  issued  and  implemented  by  September  30,  1996. 

Audit  Response.  The  Under  Secreti^  comments  met  the  intent  of  the 
recommendation.  Under  the  existing  DoD  policy,  the  unearned 
revenue  -  advances  from  public-other  non-Federal  (governmental)  liabilities 
account  is  charged,  instead  of  an  expense  account,  when  DFAS-DE  recognize 
accoimts  payable.  If  the  Office  of  Management  and  Budget  will  not  grant  the 
waiver  from  preparing,  and  have  audited,  financial  statements  for  tiie  FMS 
Trust  Fund,  DoD  will  account  for  surcharge  revenues  and  ej^nses  in  the  FMS 
Trust  Fund  as  stated  in  management  comments  on  Recommendation  A.l.a.  If 
that  occurs,  expense  accounts  will  be  used  to  properly  capture  accrued  expenses. 
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The  DFAS-DE  erroneously  classified  overcoUections  from  customers  as 
negative  accounts  receivable  -  transactions  with  non-Federal 
(governmental)  entities,  and  did  not  age  accounts  receivable.  TTie 
conditions  occurred  because  DFAS-DE  did  not  periodically  review 
country  accounts  receivable  balances  to  identify  credit  balances,  and  Ad 
not  implement  DoD  Financial  Regulation  volume  15,  regarding  aging  of 
receiv^les.  As  a  result,  DFAS-DE  internal  controls  were  not  adequate 
to  provide  reasonable  assurance  that  the  $2.5  billion  of  accounts 
receivable  reported  in  the  FY  1995  statement  of  financial  position  was 
accurate;  therefore,  that  account  balance  may  be  materially  misstated. 


Regulatory  Requirements 


DoD  Financial  Regulation.  DoD  Financial  Regulation  volume  15,  includes 
guidance  on  billing  case  performance  costs.  DD  Form  645,  "Foreign  Military 
Sales  Billing  Statement,"  represents  the  official  claim  for  and  an  accounting  of 
costs  incurred  on  behalf  of  the  FMS  customers.  That  FMS  billing  statement 
also  is  the  source  document  for  entries  into  the  accounts 
receivable  -  transactions  with  non-Federal  (governmental)  entities  account.  The 
FMS  billing  statement  is  produced  quarterly. 

DoD  Financial  Regulation,  volume  4  and  volume  15,  require  DFAS-DE  to  age 
delinquent  accounts  receivable.  A  delinquent  account  receivable  is  defined  by 
the  DoD  Financial  Regulation  volume  15,  as  that  receivable  which  remains 
unpaid  after  its  due  date,  and  for  which  total  accrued  costs  exceed  total  available 
cash.  A  delinquent  account  receivable  becomes  in  arrearage  when  the  amounts 
for  delivered  materiels,  performed  services,  and  progress  payments  made  to 
contractors  on  behalf  of  a  customer  are  past  due. 

GAO  Title  2.  The  GAO  title  2  requires  that  accounts  receivable  balances  are 
analyzed  to  determine  collectibility.  If  accounts  receivable  are  not  collectible 
within  1  year  of  the  date  of  the  financial  statements,  that  amount  will  be 
disclosed  in  a  footnote  to  the  financial  statements. 


Accounts  Receivable  Balance 


For  the  FMS  Trust  Fund,  DFAS-DE  erroneously  classified  overcollections  firom 
customers  as  accounts  receivables,  and  did  not  age  delinquent  accounts 
receivable.  The  DFAS-DE  mana^emait  control  structure  over  transaction 
processing  and  general  ledger  recordmgs  in  the  FMS  Trust  Fund  did  not  provide 
reasonable  assurance  of  an  accurate  accounts  receivable  balance.  To  establish 
the  reasonableness  of  the  FMS  Trust  Fund  accounts  receivable,  we  compared 
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the  general  ledger  figures  with  supporting  subsidiary  ledger  balances.  We  also 
verified  DFAS-DE  and  DSAA  process  of  aging  accounts  receivable.  The 
accounts  receivable  balance  was  understated  by  the  overcollections,  and  aging  of 
the  accounts  receivable  was  not  performed.  We  concluded  that  the  accounts 
receivable  balance  of  $2.5  billion  may  be  materially  ntisstated. 


Accounting  and  Related  Systems 


Proper  Measurement  of  Transactions  Value  and  Presentation  in  the 
Financial  Statements.  The  DFAS-DE  actions  to  classify  overcollections  from 
customers  as  accounts  receivable,  and  to  not  age  delinquent  accounts  receivable 
were  not  in  consonance  with  the  attributes  of  an  effective  accounting  system. 
An  effective  accounting  system  has  the  ability  to  properly  measure  the  value  of 
transactions  in  a  manner  that  permits  recording  their  proper  monetary  value  in 
the  financial  statements  along  with  proper  disclosure. 

Country  Overpayments.  The  DFAS-DE  inappropriately  reduced  the 
FMS  Trust  Fund  accounts  receivable  balance  in  the  statement  of  financial 
position  by  the  excess  of  customer  payments  over  total  performance  costs.  In 
cases  where  collections  from  customers  exceed  their  accounts  receivable,  the 
FMS  billing  statement  reported  zero  as  the  amount  receivable,  and  DFAS-DE 
reduced  the  accounts  receivable  balance  by  the  overcollection  in  the  general 
ledger  based  on  other  DIFS  reports.  Some  countries  have  net  negative  accounts 
receivable  across  all  cases.  On  Sq)tember  30,  1995,  DFAS-DE  reduced  the 
accounts  receivable  balance  by  $930  million  for  overpayments  from  12  FMS 
customers.  Those  overpayments  should  have  been  recorded  as  a  liability  of  the 
FMS  Trust  Fund  to  properly  reflect  the  financial  position  of  the  fund.  The 
practice  of  netting  payables  and  receivables  by  DFAS-DE  distorted  the 
statement  of  financial  position  because  the  true  balance  of  the  DoD  receivables 
from  the  foreign  customers  and  the  liabilities  of  the  Trust  Fund  were  obscured. 

Aging  of  Accounts  Receivable.  The  DFAS-DE  did  not  age  accounts 
receivable  as  retjuired  by  DoD  Financial  Regulation  volume  15,  and  GAO 
title  2  to  determine  collectibility  and  proper  vduation.  Aging  of  the  accounts 
receivable  is  a  feature  of  an  effective  accounting  system,  as  it  assists  in 
determining  the  proper  monetary  value  of  that  asset  in  the  financial  statements. 
DoD  Financial  Regulation  volume  15  requires  aging  of  delinquent  accounts 
receivable  with  accrued  expenditures  less  than  tiie  cash  available  from  all 
sources.  Aging  of  those  accounts  receivable  commences  at  the  beginning  of  the 
month  following  the  date  the  payment  was  due.  DFAS-DE  personnel  believed 
that  the  accounts  receivable  were  always  current  because  every  3  months,  the 
accounts  receivable  balances  were  recalculated  to  include  cumulative  incurred 
costs,  estimated  termination  liability,  and  payment  forecast  for  the  next 
3  months  less  cumulative  collections.  We  believe  recalculating  the  accounts 
receivable  every  3  montiis  does  not  guarantee  that  customer  payment  of  the 
billed  amount  would  be  in  full  and  on  time,  and  that  the  accounts  receivable 
would  always  be  current. 
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Control  Procedures 


Procedures  for  Independent  Checks  on  Performance  and  Proper  Valuation 
of  Recorded  Amounts.  One  aspect  of  an  effective  internal  control  structure  is 
to  properly  design  and  execute  procedures  that  provide  reasonable  assurance  that 
the  objectives  of  a  specific  entity  will  be  achieved.  A  category  of  those 
procedures  is  designed  to  verify  proper  valuation  of  recorded  amounts.  We 
noted  material  internal  control  we^esses  that  made  existing  procedures 
ineffective  in  handling  accounts  receivable.  The  procedures  available  for  DSAA 
and  DFAS-DE  were  included  in  DoD  Financial  Regulation  volume  15.  Our 
tests  of  those  procedures  on  aging  showed  that  DFAS-DE  did  not  implement 
those  procedures. 


Materiality  and  Impact  on  Financial  Statements 


The  internal  accounting  controls  over  accounts  receivable  were  materially 
deficient.  DoD  Financial  Regulation  volume  1,  contains  guidance  on  what 
constitutes  a  material  deficiency  in  an  accounting  system.  It  provides  13  key 
accounting  requirements  tiiat  systems  must  reasonably  comply  with  to  meet 
standards  established  by  the  GAO,  0MB,  the  Department  of  the  Treasury,  and 
DoD. 

Third  Key  Accounting  Requirement.  The  third  key  accounting  requirement 
covers  accounts  receivable.  It  states  that  accounts  receivable  shall  be  recorded 
accurately  to  provide  reliable  financial  status.  Uncollectible  accounts  must  be 
established  to  provide  full  financial  disclosure. 

Calculating  Material  Deficiency.  According  to  DoD  Financial  Regulation 
volume  1,  a  departure  from  a  key  accounting  requirement  is  considered  a 
material  deficiency  if  that  departure  results  in  a  loss  of  control  of  5  percent  or 
more  of  the  measurable  resources  for  which  the  accounting  system  is 
responsible.  As  of  September  30,  1995,  the  statement  of  financM  position  of 
the  FMS  Trust  Fund  reported  an  accounts  receivable  balance  of  $2.5  billion. 
Applying  the  regulation's  materiality  criteria  of  5  percent  to  the  accounts 
receivable  balance  would  mean  that  a  material  deficiency  would  occur  if 
accounts  receivable  were  $127  million  more  or  less  than  the  rqwrted  amount. 

Material  Deficiencies  in  Accounts  Receivable.  The  DSAA  and  DFAS-DE 
internal  control  structure  was  materially  deficient,  because  the  potential  loss  of 
control  may  well  exceed  the  $127  million  criteria  for  materiality.  The 
customers  overcollections  recorded  in  the  accounts  receivable  instead  of  a 
liability  account  was  $930  million,  and  aging  the  accounts  receivable  may 
disclose  that  part  of  those  receivables  should  be  written  off.  As  such,  the 
accounts  receivable  balance  of  $2.5  billion  presOTted  in  the  statement  of 
financial  position  may  not  be  relied  upon. 
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Management  Comments  on  Finding  and  Audit  Response 


Management  Comments.  The  Under  Secreta^  nonconcurred  with  the  hiding, 
stating  that  DFAS-DE  did  age  accounts  receivable.  The  aging  technique,  as 
described  in  DoD  Financial  Management  Regulation  7000.14,  volume  15, 
needed  to  be  changed  to  more  clearly  identify  a  true  receivable  and  a  delinquent 
receivable.  Estimates  for  future  cash  needs  were  always  current  and  should  not 
be  aged  or  considered  as  part  of  a  delinquent  account.  The  Under  Secretary 
further  stated  that  there  were  only  two  delinquent  countries  whose  debts  were 
aged  and  reported  as  of  September  30,  1995. 

Audit  Response.  The  DoD  Financial  Management  Regulation  7000.14, 
volume  15,  requires  two  types  of  aging  covering  delinquent  accounts  and 
accounts  in  arrears.  DSAA  determined  the  countries  in  arrears;  however, 
DFAS-DE  did  not  age  delinquent  accounts  receivable.  We  agree  that  estimates 
for  fiiture  cash  needs  are  always  a  current  period  value. 


Recommendations,  Management  Comments,  and  Audit 
Response 


D.  We  recommend  that  the  Director,  Defense  Finance  and  Accounting 
Service,  Denver  Center: 

1.  Review  the  accounts  receivable  -  transactions  with  non-Federal 
(governmental)  entities  subsidiary  balances  periodically,  as  required  by 
DoD  Financial  Managment  Regulation  7000.14,  volume  15  "DoD  Financial 
hfonagement  Regulation;  Security  Assistance  Policy  and  Procedures," 
March  1993,  to  ensure  net  overcollections  from  customers  are  reported  as  a 
liabiUty  of  the  Foreign  Military  Sales  Trust  Fund  at  the  general  ledger 
level. 

Management  Comments.  The  Under  Secret^  concurred  with  the 
recommendation,  stating  that  DFAS  will  post  credit  accounts  receivable  at  the 
country  level  as  a  liability,  effective  June  1996,  but  adjustments  will  be  made 
within  a  country  account  when  some  cases  show  negative  accounts  receivable. 

2.  Implement  DoD  Financial  Management  Regulation  7000.14, 
volume  15,  requirement  to  age  accounts  receivable. 

Management  Comments.  The  Under  Secretary  partially  concurred,  stating 
that  a  policy  change  wiU  be  reflected  in  DoD  Financial  Management 
Regulation  7()00. 14,  volume  15,  by  September  30,  1996,  to  clarify  the  aging 
criteria. 
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Audit  Response.  The  proposed  change  and  clarification  of  DoD  policy  meet 
the  intent  of  the  recommendation  (see  management  comments  on  the  finding  and 
audit  rei^nse). 
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The  DFAS-DE  did  not  adequately  restrict  user  and  programmer  access  to 
the  accounting  system,  and  did  not  follow  up  to  verify  that  all 
transactions  reject^  and  suspended  by  a  performance  control  subsystem 
of  the  DIFS  were  corrected.  The  review  and  follow-i^  were  inadequate 
because  DFAS-DE  did  not  periodically  review  eligibility  for  access,  and 
because  managers  in  charge  of  monitoring  case  performance  did  not 
implement  the  policy  requiring  follow  up  and  resolution  of  suspended 
transactions.  As  a  result,  unauthorized  users  had  access  to  sensitive 
financial  information,  which  may  diminish  the  ability  of  the  internal 
control  structure  to  provide  reasonable  assurance  of  financial  and  case 
data  processing  integrity.  Additionally,  there  was  no  assurance  that 
report  case  performance  data  were  accurate. 


DFAS-DE  Electronic  Data  Processing  Environment 


The  internal  control  structure  for  electronic  data  processing  systems  takes  many 
forms.  One  form  is  access  to  the  computer  system  itself  and  fimctions  within 
the  computer  system.  Another  form  is  subsystems  within  the  computer  system 
used  to  edit  transactions  before  they  are  processed  by  the  system.  DIFS  is  the 
computer  system  used  to  record  fmand^  information  for  the  FMS  program. 
The  Deputate  for  Security  Assistance,  DFAS-DE,  is  responsible  for  the 
day-to-day  operation  of  DIFS.  The  Financial  System  Agaicy-Denver  is  an 
organization  located  at  DFAS-DE,  but  organizationally  reports  to  DFAS 
Headquarters.  The  Financial  System  Agency-Denver  is  reqwnsible  for 
programming  the  DIFS,  for  managing  user  access,  and  for  entering  user 
information  into  the  DIFS  secimty  software. 

Access  to  the  Electronic  Data  Processing  System.  The  Defense  Information 
Technology  Services  Organization  Regulation  630-230-19-R,  "Automated 
Information  Systems  Security,"  June  1993,  implements  DoD  Directive  5200.28, 
"Security  Requirements  for  Automated  Information  Systems,"  March  21,  1988, 
(DoD  Directive  52(X).28),  and  governs  security  for  automated  information 
systems  at  DFAS-DE.  One  of  the  major  concepts  of  DoD  Directive  5200.28  is 
the  least-privilege  principle,  which  means  tiiat  users  should  have  access  to  only 
the  minimum  amount  of  information  needed  to  successfully  perform  their 
duties.  The  DIFS  handbook  also  describes  the  fimctions  accessible  by  various 
categories  of  usras. 

Transaction  Validation  by  the  DIFS.  The  Positive  Transaction  Control 
subsystem  of  DIFS  edits  transactions  submitted  by  the  DoD  implementing 
agencies  before  DIFS  processes  those  transactions.  DIFS  transactions  include 
budget,  cash,  performance  reporting,  and  case  initialization  and  control 
fimctions.  If  the  transaction  does  not  successfully  pass  through  the  Positive 
Transaction  Control  subsystem,  it  is  written  to  a  su^nse  file  where  the 
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transaction  remains  until  the  implementing  agency  submits  a  transaction  that 
either  corrects  or  deletes  the  rgected  transaction.  If  the  implementing  agency 
does  not  correct  or  delete  the  rejected  transaction,  the  rejected  transaction 
remains  suspended  indefinitely.  Only  the  originating  implementing  agency  can 
correct  or  delete  the  rejected  transaction.  DFAS-DE  Departmental  Curating 
Instruction  177-39,  "Suspended  Disbursement,  Budget,  Performance,  and 
Notification  Transactions,"  March  4,  1992,  establishes  responsibility  within 
DFAS-DE  for  monitoring  rqwrts  that  list  transactions  suspended  by  the  Positive 
Transaction  Control  subsystem,  and  for  contacting  the  originating  implementing 
agency  for  clearing  the  rejected  transactions. 


Control  Environment  and  Procedures 


An  attribute  of  an  effective  internal  control  structure  is  adequate  control 
procedures  that  provide  reasonable  assurance  that  specific  entity  objectives  will 
be  achieved.  Another  attribute  is  a  control  environment  that  enhances  the 
effectiveness  of  those  control  poHcies  and  procedures.  An  element  of  the 
control  procedures  is  the  segregation  of  duties  that  reduce  the  opportunities  to 
allow  any  person  to  be  in  a  position  to  pei^trate  and  conc^  errors  or 
irregularities  during  the  normal  course  of  tiheir  duties.  An  element  of  the 
control  environment  that  makes  that  control  procedure  effective  is  the  methods 
of  assigning  authority  and  responsibility  in  the  electronic  data  processing  area. 
Those  me&ods  include  computer  systems  documentation,  indicating  the 
procedures  for  authorizing  transactions,  and  approving  systems  changes. 
Electronic  data  processing  controls  regarding  the  access  privileges,  and  the 
segregation  of  duties  in  the  electronic  data  processing  area  at  DFAS-DE  needed 
improvement. 

Controls  Over  Access  to  DIFS.  The  DFAS-DE  did  not  periodically  review 
eligibility  of  user  and  programmer  access  to  the  DIFS,  which  resulted  in 
unauthorized  access  bv  remote  users  and  application  software  programmers.  To 
test  the  adequacy  or  controls  over  access  to  DIFS,  including  adequacy  of 
application-related  general  controls,  we  obtained  a  listing  of  users  for  selected 
DIFS  functions  involved  in  financial  management.  We  evaluated  the 
appropriateness  of  access  for  those  users  by  using  the  access  criteria  in  the  DIFS 
handbook.  We  also  determined  the  appropriateness  of  the  programmers  access 
to  the  test  and  production  versions  of  Ae  application  software. 

Access  to  the  Electronic  Data  Processing  System.  The  DFAS-DE  did 
not  apply  the  least-privilege  principle  for  user  and  programma-  access  to  DIFS. 
For  instance,  remote  users  had  access  to  the  DIFS  financial  management  ledger 
inquiry  function,  which  allowed  those  users  to  inquire  about  die  ^ancial  status 
of  every  FMS  customer's  cases.  According  to  the  instructions  in  the  DIFS 
handbook,  no  remote  users  were  to  be  allowed  access  to  die  financed 
management  ledger  function  of  DIFS.  Further,  programmers  at  Ae  Financial 
System  Agency-D^ver  had  access  to  update  the  test  and  production  versions  of 
application  programs  of  DIFS.  The  nonrestricted  access  occurred  because 
DFAS-DE  did  not  periodically  review  eligibility  for  access  to  the  DIFS.  Access 
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to  both  versions  of  the  program  weakens  electronic  data  processing  security 
controls  because  those  programmers  can  alter  the  actual  data.  As  a  result,  th^e 
was  no  assurance  that  unauthorized  personnel  did  not  have  access  to  sensitive 
information. 

Management  Actions  Taken.  Management  at  DFAS-DE  agreed  to 
clarify  written  polides  and  procedures  governing  the  granting  of  access  to 
functions  within  DBFS  by  remote  users,  including  periodic  reviews  of  eligibility, 
and  instructed  the  Finandal  System  Agency-Denver  to  remove  the  finandal 
management  ledger  inquiry  function  from  the  functions  accessible  by  the  remote 
users.  However,  DFAS-DE  management  stated  that  they  needed  to  gmt 
programmers  access  to  both  the  test  and  production  versions  of  application 
software  to  assist  in  resolving  program  execution  problems  promptly. 

Controls  of  the  Positive  Transaction  Control  Subsystem.  The  DFAS-DE  did 
not  follow  up  to  ensure  transactions  rejected  and  suspended  by  a  control 
subsystem  of  the  DBFS  were  corrected.  To  evaluate  the  effectiveness  of  the 
DIFS  Positive  Transaction  Control  subsystem,  we  examined  DFAS-DE 
Departmental  Operating  Instruction  177-39  for  sufficiency,  and  reviewed 
suspended  transaction  reports  for  the  four  functions  tested  by  the  Positive 
Transaction  Control  subsystem  to  determine  the  length  of  time  the  rejected 
transactions  remained  uncorrected. 

Effectiveness  of  the  DIFS  Positive  Transaction  Control  Subsystem.  The 
DFAS-DE  did  not  follow  up  to  ensure  that  all  transactions  rejected  and 
suspended  by  the  performance^  control  subsystem  of  the  DBFS  were  corrected. 
As  of  January  25,  1996,  the  Army  had  114  suspended  performance  transactions, 
and  the  Navy  had  223  suspended  performance  transactions  that  were  more  than 
15  months  old.  The  Air  Force  did  not  have  any  suspended  performance 
transactions.  Since  these  transactions  were  not  corrected,  there  was  no 
assurance  that  the  controls  expected  from  the  DIFS  Positive  Transaction  Control 
subsystem  were  effective  in  ensuring  that  the  recorded  case  performance  data 
were  accurate  or  complete.  Performance  data  directly  impacted  cash  and 
receivables  management.  DFAS-DE  personnel  were  aware  of  the  requirement 
in  DFAS-DE  Departmental  Operating  Instruction  177-39  that  they  follow  up 
Aose  suspraided  performance  transactions.  However,  those  personnel  did  not 
monitor  rejected  performance  transactions  or  contact  the  DoD  implementing 
agencies  to  request  that  the  rejected  transactions  be  either  corrected  or  deleted. 
DFAS-DE  personnel  stated  that  they  did  not  have  the  rwources  to  monitor  the 
rejected  transactions,  and  made  no  commitment  to  do  so  in  the  future. 


Performance  transactions  processed  by  the  performance  (delivery)  reporting 
include  reporting  of  materiel,  services,  or  progress  payments  that  demonstrate 
deliveries  or  performance  against  FMS  cases  by  the  Military  Departments. 
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Management  Comments  on  Finding  and  Audit  Response 


Managonent  Conunents.  The  Under  Secretary  nonconcurred  with  the  finding, 
stating  that  trusted  employees  do  have  limited  access  to  production  data  files  for 
the  purpose  of  providmg  production  support.  The  Under  Secretary  also  stated 
that  oidy  10  remote  users  access  the  DIFS  financial  management  module. 
Those  10  users  were  high  level  DSAA  employees. 

Audit  Response.  We  discussed  the  finding  with  management  at  DFAS-DE 
during  our  audit  field  work.  As  a  result  of  those  discussions,  DFAS-DE 
management  took  action  to  determine  the  proper  number  of  programmers  who 
need^  access  to  production  data.  Regarding  the  need  for  remote  users  to 
access  DIFS,  our  discussion  with  DFAS-DE  management  and  our  review  of 
documents  we  obtained  during  the  audit  disclosed  that  a  significant  number  of 
remote  users,  other  than  DSAA  personnel,  had  access  to  the  DIFS  financial 
management  module.  However,  during  our  audit,  DFAS-DE  management 
removed  remote  users’  access  to  the  module,  including  DSAA  employees. 
Subsequaitly,  DFAS-DE  reinstated  DSAA  employees'  access  permission;  a 
move  that  we  agree  with. 


Recommendations^  Management  Comments,  and  Audit 
Response 


E.  We  recommend  that  the  Director,  Defense  Finance  and  Accounting 
Service,  Denver  Center  establish  control  procedures  to: 

1.  Limit  the  number  of  programmers  at  the  Financial  System 
Activity,  Denver,  with  access  to  the  production  version  of  the  application 
software  of  the  financial  management  ledger,  to  the  minimum  number 
needed  to  service  the  software  as  required  by  DoD  Directive  5200.28, 
"Security  Requirements  for  Automated  Information  Systems,"  Mardh  21, 
1988. 

Management  Comments.  The  Under  Secret^  concurred,  stating  that  DIFS 
programmers  at  the  Financial  Systems  Activity,  Denver,  are  restricted  from 
general  access  to  both  production  program  source  code  and  production  data  sets. 

Audit  Response.  After  we  discussed  the  issue  of  programmers'  access  to 
production  data  with  DFAS-DE  supervisory  personnel,  DFAS-DE  removed 
programmers'  access  to  those  data  sets.  The  issue  that  remained  was  a 
determination  by  DFAS-DE  on  the  limited  number  of  programmers  that  should 
have  access  to  production  data  sets  to  assist  in  resolving  processing  problems. 
We  do  not  know  whether  DFAS-DE  had  reversed  its  action  of  removing 
programmers'  access  to  production  data.  We  request  that  the  Under  Secretary 
provide  additional  comments  on  this  issue  in  response  to  the  final  audit  rqwrt. 
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2.  Ensure  implementation  of  Departmental  Operating  Instruction 
177-39,  "Suspended  Disbursment,  Budget,  Performance,  and  Notification 
Transactions,"  March  4,  1992,  to  monitor  lists  of  suspended  transactions 
and  contact  and  follow  up  on  actions  by  DoD  implementing  agencies  to 
clear  performance  transactions  rejected  by  the  Positive  Transaction  Control 
subsystem  of  the  Defense  Integrated  Financial  System. 

Management  Comments.  The  Under  Secretary  concurred,  stating  that 
procedures  are  being  changed  to  ensure  that  performance  rejects  are  monitored 
and  corrected  by  September  30,  1996. 
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Part  I,B.  -  Review  of  Compliance  With 
Laws  and  Regulations 


^5 


Introduction 


Management  Responsibilities.  The  DSAA  administers  the  security  assistance 
responsibilities  of  the  Secretary  of  Defense  under  the  Foreign  Assistance  Act  of 
1961,  as  amended;  the  Arms  Export  Control  Act,  as  amended;  and  odier 
applicable  statutes.  Executive  orders,  and  directives.  DSAA  is  primarily  a 
policy  and  management  oversight  organization;  and  the  Military  Departments 
actually  implement  and  execute  the  ^S  program.  DFAS-DE,  has  provided 
centralized  accounting  services  for  DSAA  since  March  1993.  Compliance  with 
laws  and  regulations  is  the  responsibility  of  the  Chief  Financial  Officer  of  Ae 
D^artment  of  Defense;  the  Director,  DSAA;  the  Director,  DFAS;  the 
Directors  of  other  Defense  agencies;  and  the  Secretaries  of  the  Army,  the  Navy, 
and  the  Air  Force. 

Objective  and  Scope  of  Review.  The  audit  was  conducted  under  the  Chief 
Financial  Officers  Act  of  1990,  as  amended.  We  reviewed  DSAA  and 
DFAS-DE  compliance  with  provisions  of  laws  and  regulations  that  may  directly 
affect  the  financial  statements  to  obtain  reasonable  assurance  that  the  financial 
statements  were  free  of  material  misstatements.  Our  objective  was  not  to 
provide  an  opinion  on  overall  compliance  with  such  provisions.  The  statement 
accounts  on  which  we  based  our  evaluation  are  presented  in  the  statement  of 
financial  position,  and  the  statement  of  operations  and  changes  in  net  position  of 
the  FMS  Trust  Fund,  as  of  September  30,  1995.  The  statements  were 
submitted  to  us  on  January  31,  1996.  The  FY  1995  combined  statement  of 
financial  position  of  the  DSAA  reported  assets  of  $27.4  billion,  of  which 
$15.8  billion  was  for  the  FMS  Trust  Fund.  A  list  of  laws  and  regulations 
reviewed  is  in  Appendix  E  of  this  report. 


Reportable  Conditions 


Material  instances  of  noncompliance  are  failures  to  follow  requirements  and 
violations  of  prohibitions  in  laws  and  regulations.  Such  failures  and  violations 
caused  us  to  conclude  that  the  aggregation  of  the  misstatements  resulting  from 
those  failures  and  violations  is  material  to  the  principal  statements,  or  those  for 
which  a  sensitive  nature  would  cause  them  to  be  perceived  as  significant. 
Instances  of  noncompliance  with  laws  and  regulations  that  materially  affect»i 
the  reliability  of  the  statement  of  financial  position  existed.  The  instances  of 
noncompliance  were  considered  when  forming  our  disclaimer  of  opinion  on  the 
DSAA  financial  statements.  The  results  of  our  test  of  the  FMS  Trust  Fund 
accounts  disclosed  the  following  instances  of  noncompliance. 

United  States  Code,  Title  31,  Section  3512,  and  DoD  Directive  5010.38, 
"Internal  Management  Control  Program,"  April  14,  1987.  United  States 
Code,  title  31,  section  3512,  and  DoD  Directive  5010.38  were  not  fully 
complied  with  in  establishing  and  assessing  internal  controls.  United  States 
Code,  title  31,  section  3512,  requires  agencies  to  establish  internal  accounting 
and  administrative  controls  in  accord^ce  with  standards  instituted  by  the 
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Comptroller  General.  United  States  Code,  title  31,  section  3512,  also  requires 
agencies  to  establish  a  comprehensive  system  of  internal  control  management  to 
prop^ly  record  and  account  for  revenues  and  e7q>enditures,  prepare  reliable 
financial  and  statistical  reports,  and  maintain  accountability  over  assets.  DoD 
Directive  5010.38  provides  the  management  control  system  for  achieving  the 
objective  of  United  States  Code,  title  31,  section  3512. 

Implementation  of  the  Management  Control  Program.  The  DSAA 
and  DFAS-DE  reported  that  they  achieved  the  objectives  of  United  States  Code, 
tifle  31,  section  3512,  in  their  FY  1995  Annu^  Assurance  Statement.  The 
positive  assurance  provided  by  their  annual  statements  did  not  represent  the  true 
control  environment  of  the  FMS  Trust  Fund.  DSAA  did  not  ensure  that 
DFAS-DE  had  implemented  an  effective  management  control  program  that 
assessed  the  adequacy  of  managemrat  controls  ova:  the  assets  and  liabilities  of 
the  FMS  Trust  Fund.  For  example,  DFAS-DE  identified  accounting  and 
reporting  as  a  high  risk  assessable  unit.  Management  control  reviews, 
conducted  by  DFAS-DE  for  that  unit,  reported  that  controls  were  in  place  for 
two  major  mnctions.  Those  functions  were  the  general  ledger  analysis  and 
reconciliation  of  cash  collections  and  disbursements. 

Material  Weaknesses  not  Reported  by  DSAA  and  DFAS-DE.  We 
identified  internal  control  weaknesses  in  that  the  FMS  Trust  Fund  revenues  and 
expenses  were  not  reported,  $370.5  million  in  disbursements  were  not  matched 
with  applicj4)le  customers,  accounts  payable  and  $930  million  in  accounts 
receivable  were  not  properly  recorded  and  reported,  and  the  unearned  revenue 
general  ledger  account  was  not  supported  by  subsidiary  ledgers.  None  of  those 
weaknesses  were  identified  during  the  DSAA  and  DFAS-DE  management 
control  reviews.  Consequently,  the  weaknesses  we  identified  were  not  reported 
in  the  DSAA  and  DFAS-DE  annual  statements  of  assurance. 

0MB  Bulletin  No.  94-01,  "Form  and  Content  of  Agency  Eboancial 
Statements."  The  DSAA  and  DFAS-DE  did  not  fully  comply  with  0MB 
Bulletin  No.  94-01.  The  Bulletin  requires  that  revenues,  expenses,  and  net 
position  be  accounted  for  and  presented  in  the  financial  statements.  DSAA  did 
not  ensure  that  DFAS-DE  accounted  for  the  FMS  Trust  Fund  revenues  and 
expenses,  and  reported  all  zeros  in  the  applicable  statement  of  operations 
b^use  the  two  organizations  were  precluded  from  such  action  by  DoD 
Financial  Regulation  volume  15. 

GAO  "Policy  and  Procedures  Manual  for  Guidance  of  Federal  Agencies," 
Title  2,  "Accounting"  and  DoD  Financial  Management  Regulation,  7000.14. 
The  requiremoits  of  GAO  title  2  are  incorporated  in  the  DoD  Financial 
Management  Regulation.  The  accounts  affected  by  the  noncompUance  were 
cash  disbursements,  accounts  receivable,  liabilities,  and  revenues  and  expenses. 

Cash  Disbursements.  The  GAO  title  2  and  DoD  Financial  Regulation 
volume  5,  were  not  fully  complied  with  in  maintaining  an  audit  trail  for 
disbursements.  GAO  title  2  and  DoD  Financial  Regulation,  volume  5,  require 
that  financial  transactions  be  supported  with  pertinent  documents  and  source 
records.  Both  further  ^uire  that  transactions  be  referenced  to  individual 
source  records.  Referencing  must  be  achieved  in  a  manner  that  enables  tracldng 
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or  replicating  a  transaction  from  the  resulting  record  or  rei>ort  to  the  source,  or 
by  tracking  indirectly  to  source  records  through  summaries  contained  in  the 
general  and  specific  journals.  Supporting  documents  for  $13.1  billion  of  the 
FMS  Trust  Fund  disbursements  were  not  readily  available  at  DFAS,  Columbus, 
because  DIFS  omitted  the  voucher  number  and  the  day  of  the  disbursement 
when  processing  the  data  DFAS,  Columbus  transmitted.  Without  the  voucher 
number  and  day,  tracking  the  disbursements  at  DFAS,  Columbus,  was  not 
efficiently  feasible  (see  Finding  B). 

FMS  Trust  Fund  Liabilities.  The  GAO  title  2  and  DoD  Financial 
Regulation,  volume  15  were  not  fully  complied  with  in  accounting  for  accounts 
payable  and  unearned  revenue  transactions.  DoD  Financial  Regulation, 
volume  15,  requires  that  subsidiary  ledger  records  for  reconciling  with  the 
general  ledger  accounts  and  supporting  documentation  are  to  be  maintained. 
However,  DFAS-DE  did  not  maintain  subsidiary  records  and  did  not  perform 
monthly  recondliations.  The  GAO  title  2  and  DoD  Financial  Regulation, 
volume  4,  require  invoices  received  and  estimated  amounts  for  invoices  not  yet 
received  to  be  reported  in  annual  financial  statements.  However,  DFAS-DE  did 
not  report  the  Navy  FMS  accounts  payable,  and  did  not  accrue  contract 
administrative  services  costs  applicable  to  FY  1995.  The  noncompliance 
resulted  in  the  general  ledger  accounts  for  accounts  payable  and  unearned 
revenue  being  unverifiable  and  potentially  materially  misstated  (see  Finding  C). 

FMS  Trust  F^nd  Accounts  Receivable.  The  GAO  title  2  and  DoD 
Financial  Regulation,  volume  15,  were  not  fully  complied  with  in  recording 
accounts  receivable.  Accounts  receivable  woie  required  to  be  recorded  and 
accounted  for  properly  to  disclose  thdr  net  realizable  value,  and  allow  for  the 
preparation  of  reliable  financial  statements.  DoD  Financial  Regulation, 
volume  15,  also  defines  a  delinquent  account  receivable  as  a  receivable  that 
remains  unpaid  after  its  due  date.  DSAA  did  not  ensure  that  DFAS-DE 
implemented  the  aging  policy  in  the  DoD  regulation  to  determine  the  accounts 
receivable  value.  Noncompliance  with  DoD  Financial  Regulation  volume  15, 
for  accounts  receivable  and  the  general  ledger  accounts  may  materially  misstate 
those  accounts  (see  Finding  D). 

DoD  Accounting  Policy  and  Procedures  for  Researching  and  Correcting 
Unmatdied  Disbursements  and  Negative  Unliquitbted  Obligation 
Transactions.  The  DSAA  and  DFAS-DE  did  not  comply  with  DoD  poUcy  to 
research  and  correct  unmatched  disbursements.  DFAS-DE  did  not  follow  up  on 
the  accumulated  undistributed  disbursements,  and  DSAA  did  not  provide 
DFAS-DE  the  policy  and  guidance  for  notifying  the  fund  holder  and  for 
assigning  undistiibut^  disbursements  to  the  FMS  administration  surcharge 
account.  DoD  policy  r^uires  DSAA  to  establish  notification  and  approval 
procedures  when  an  undistributed  disbursement  has  not  been  resolved  within 
120  days.  The  policy  also  requires  DFAS-DE  to  notify  the  fimd  holder  to 
resolve  problem  transactions.  Additionally,  the  policy  requires  that 
undistributed  disbursements  be  assigned  to  the  FMS  administration  surcharge 
account  when  the  transaction  has  not  been  resolved  within  180  days.  DSAA  has 
not  provided  the  required  policy  and  guidance  because  it  was  tyaiting  for  the 
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Under  Secretary  of  Defense  (Comptroller)  and  Chief  Financial  Officer  response 
to  its  request  for  a  waiver  from  complying  with  the  DoD  policy  on  resolving 
undistributed  disbursements  (see  Finding  B). 


Reportable  Conditions  Noted  in  Prior  Audit 


The  reportable  conditions  identified  during  this  audit  for  the  FMS  Trust  Fund, 
which  were  also  identified  in  prior  audits,  are  lack  of  recognition  of  the 
revenues,  expenses,  and  net  position;  nonreporting  of  the  accounts  payable  for 
the  Navy  in  the  financial  statements;  and  the  need  for  improvements  of  the 
internal  management  control  program.  Those  conditions  were  identified  in  the 
Inspector  General,  DoD,  Report  No.  93-123,  "Consolidating  Financial 
Statements  of  the  Foreign  Military  Sales  Trust  Fund  -  FY  1992,"  June  24, 
1993  (see  Appendix  D). 


Reportable  Conditions  Not  Noted 


Our  evaluation  of  laws  and  regulations  would  not  necessarily  disclose  ^ 
instances  of  noncompliance  considered  to  be  material  and  reportable.  With 
respect  to  items  not  tested,  nothing  came  to  our  attrition  that  caused  us  to 
believe  that  DSAA  and  DFAS-DE  had  not  complied,  in  all  material  respects, 
with  those  laws  and  regulations  identified  above. 
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Appendix  A.  Disclaimer  of  Opinion  and 
Financial  Statements  Audited 


INSPECTOR  GENERAL 

OCFARTMCNT  OF  DEFENSE 
400  ARMY  NAVY  DRIVE 
ARUN6TON.  VIRGINIA  a2202>2SS4 


February  29»  1996 

MEMORANDUM  FOR  UNDER  SECRETARY  OF  DEFENSE  (COXfPTROLLER) 
AND  CHIEF  FINANCIAL  OFFICER 
DIRECTOR^  DEFENSE  FINANCE  AND  ACCOUNTING 
SERVICE 

DIRECTOR,  DEFENSE  SECURITY  ASSISTANCE 
AGENCY 


SUBJECT;  Disclaimer  of  Opinion  on  the  Defense  Security  Assistance  Agency 
Financial  Statements  for  FY  1995  (Project  No.  5LG-2Q29) 


Introduction 

The  Chief  Financial  Officer  (CFO)  Act  of  1990,  as  amended  by  the  Federal 
Financial  Management  Act  of  1994  requires  fimudal  statement  audits  by 
sututoiy  Inspecton  General.  That  Act  prescribes  the  re^xxmbil^  of 
management  and  auditors  with  respect  to  the  financial  statements,  internal 
controls,  and  compliance  with  laws  and  legulatioos.  The  Defense  Security 
Assistance  Agency  (the  Agency),  as  the  fimds  manager,  is  it^mnsible  for 
establishing  and  maintaining  an  internal  control  structure  and  oon^ilying  with 
laws  and  regulations  iq^plicable  to  those  funds.  The  Defense  Finance  and 
Accounting  Service,  Denver  Center  is  reqxnsible  for  maintaining  the 
accounting  system  for  die  funds  managed  by  die  Agency.  Our  rt^ponability 
was  to  express  an  opinion  on  the  financial  statements  based  on  our  au^t  and 
determine  whether  uitemal  controls  were  adequate  and  whether  the  Agency 
complied  with  applicable  laws  and  regulations. 


Disclaimer  of  Opinion 

We  were  unable  to  render  an  opinion  on  die  Agency's  financial  statements 
because  the  Agency  did  not  have  sufficient  aumt  trails  to  identify  the  contents  of 
the  $13. 1  billion  (53  percent  of  total  liabilities)  rmorted  as  Other  Non-Fedi^ 
(Government)  Liabilities  of  the  Foreign  Mili^  Dales  Trust  Fund.  Supporting 
documentation  to  allow  us  to  audit  $13.4  failiioo  of  difinosenients  for  & 
Foreign  Military  Sales  Ttust  Fund  was  unavailable.  Additionally,  the  r^mrted 
accounts  payable  of  die  Foreign  Military  Sales  Tkust  Fund  was  unuiditible 
because  the  Agency  did  not  have  an  aumt  trail  by  vendor  or  major  command. 
Although  a  Management  Rqiresentation  Letter  was  provided  to  us,  die  Agency 
could  not  attest  to  the  accuracy  or  completeness  of  me  financial  data. 
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Our  review  provides  a  reasonable  basis  for  conclusion  on  the  internal  control 
structure,  and  compliance  with  laws  and  regulations  as  to  the 

financial  statements  of  the  Agency.  Our  review  would  not  necessarily  tfisclose 
all  internal  control  and  oonqmance  rqwnable  oonditioos  ^  might  auo  be 
considered  material  weaknesses.  Repcntable  internal  control  anJ otmmliance 
conditions  are  summarized  in  this  r^ort  and  will  be  fordier  addmsed  in  our 
internal  control  and  compliance  report  to  be  pifolished. 


Internal  Controls 

We  reviewed  die  intenal  control  structure  of  the  Ag/eaey  and  obtained  an 
understanding  of  the  internal  control  policies  and  noceoures.  In  addition,  we 
reviewed  die  implementadon  of  the  Management  Control  Program  by  the 
Agency  managers.  We  performed  igiplicule  tests  of  die  inte^  control 
structure  to  determine  whether  the  controls  were  effective  and  working  as 
designed. 


The  internal  control  structure  was  not  effective  in  accounting  for  and  nwiaging 
resources,  ensuring  compliance  widi  laws  and  r^uladons,  and  ensuring  that  the 
financial  statements  ate  nee  of  material  misstatements.  Mati^emait  actions  are 
needed  to  improve  the  internal  cratrols  rda&g  to  cash  difoutsements  including 
tran^rtadon  disbursements  and  unmatdied  duMirsements,  supporting  die 
general  ledger  by  subadiaiy  accounts,  recording  and  rqiorting  accounts 
receivable  and  accounts  payable,  accounting  for  revenues  and  txpeiacs,  frdlow 
up  on  errors  r^xmed  by  die  Positive  Transaction  Control  system  (a  module  that 
verifies  the  validity  of  processed  transactions),  strengtbenirig  the  electronic  data 
processing  security  controls,  and  in^ementing  the  Managraient  Control 
Program. 


The  Agency  and  the  Defense  Finance  and  Accounting  Service,  Denver  Center 
Annual  Statements  of  Assurance  did  not  identify  any  maierkl  weaknesses  as 
related  to  the  Agency's  activities.  Some  of  the  internal  control  weaknesses  or 
noncomplianee  with  laws  and  regulations  that  we  identified  may  result  in 
material  misstatements  in  the  fitiancial  statements. 


Compliance  with  Laws  and  Relations 

We  tested  compliance  with  material  provisions  of  laws  and  icgnlations,  such  as 
the  Arms  Enpon  Control  Act,  the  Federal  Managers'  Financial  Integrity  Act, 
the  CFO  Act  of  1990,  and  DoD  Financial  Management  Regulations,  as 
pertain  to  the  accuracy  of  the  financial  statements.  Coa^tiiance  identified 
during  our  review  may  have  a  material  inmct  on  the  fina»wai  Batementt 
Those  issues  pertain  to  accounting  for  tiieRneign  Military  -S«t*«  Trust  Fund 
accounts  receivable,  accounts  pa^le,  revenues  and  ^vjwn***  and 
implementing  Management  Control  Program. 


Robert!.  Liebennan 
Assistant  Inspe^  General 
for  Auditing 
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DEFENSE  SECURITY  ASSISTANCE  AGENCY 
WAMMQroN,DC  mot-mo 

26  H8  1595 

iniq>ly  referto 
1*002506^ 


MEMORANDUM  FOR  ASSISTANT  INSPECTOR  GENERAL  FOR  AUDITING 

SUBJECT:  Maaagemexit  AssuiiDoe  Cbncerning  Defease  Security  Assistance  Agency 
Hnancial  Statemeat  for  FY  1995 

Reference:  DoDIG  Memorandum  dated  January  18, 1995,  Subject:  Management 
Assurance  Concerning  Defense  Security  Assistance  Agency  Financial 
Statement  for  FY  1995 

In  response  to  the  referenced  menKvandiun,  we  assure  the  Financial  Statement  for 
this  Agency  is  presented  in  the  format  and  content  as  described  by  the  Office  of 
Management  and  Budget  (0MB)  Bulletin  No.  94-01,  **FonD  and  Content  of  Agency 
Financial  Statement  ”  November  16,1993,  and  other  guidance  issued  by  the  Office  of  the 
Undersecretary  of  Defense,  Con^Hrolier  (OUSD(C))  as  described  in  the  footnotes 
accompanying  the  statement. 

We  have  concerns  with  the  accuracy  of  the  Defense  Security  Assistance  Agency 
(DSAA)  FY  1995  Financial  Statement(s)  as  its  accuracy  may  be  in  question.  To  the  best 
of  our  knowledge  the  following  is  a  fair  representation  of  the  Financial  Stateinent(s)  as 
prepared  by  Defense  Finance  and  Accounting  Service  (DFAS). 

-  Although  DSAA  is  responsible  for  the  presentation  of  the  Agency  Financial 
Statement  according  to  0MB  Bulletin  No.  94<4)1  and  other  DoD  policies,  we  cannot  attest 
to  the  accuracy  or  completeness  of  the  data  presented  as  prepared  by  DFAS. 

-  The  Hnancial  Statement  for  DSAA  is  pfepntd  by  I^AS  from  their  Defense 
Integrated  Financial  System  (DIFS).  The  DIFS  is  a  rqiositocy  data  that  is  as  accunte 
and  complete  as  the  data  sop^ied  by  multitude  of  fimmcial  and  logistical  systems 
dutMi^KMt  die  Department  Nunwous  GAO,  Dt^IG  and  Depaitmentil  audits  and 
reports,  and  reviews  by  DSAA  have  identified  defideades  within  these  systems  and/or 
curating  procedures  which  also  affect  the  accuracy  and  completeness  of  the  DSAA 
Financial  Statement. 

-  Although  DFAS  has  attested  to  the  accuracy  of  the  various  account  balances 
maintained  for  the  Services  which  were  used  to  prepare  the  DSAA  Hnancial  Statement 
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there  have  been  communications  received  from  regulatory  agencies.  DFAS,  and  auditors, 
as  well  as  DSAA  internal  reviews.,  concerning  noncoropliance  with,  or  deficiencies  in, 
financial  practices  that  could  have  a  material  effect  on  the  Financial  Statement. 

-  There  are  material  transactions  not  properly  recorded  in  the  accounting  and/or 
logistical  records  and  subsequentJy  reflected  in  the  DSAA  Financial  Statement(s). 

-  Based  on  information  provided  by  DFAS,  we  are  not  aware  of  any  other  material 
liabilities  or  gain  or  Joss  contingencies  that  are  required  to  be  accrued  or  disclosed  by 
Financial  Accounting  Standards  Board  Statement  No.  5,  ‘‘Accounring  for  Contingencies 
March  1975. 

-  All  financial  records  and  related  data  available  to  DSAA  were  provided  to  you. 

-  There  arc  no  plans  or  inieniions,  other  than  those  previously  discussed  with  you, 
that  will  materially  affect  the  value  or  classification  of  assets  and/or  liabilities. 

-  There  are  no  uregulanties  involving  DSAA  management  or  employees  who 
have  significant  roles  in  the  internal  management  control  strticture. 

-  There  arc  no  irregularities  that  could  materially  affect  the  Financial  Statement 
involving  other  employees  or  management. 

-  There  arc  no  violations  or  jxwsible  violations  of  laws  or  regulations  that  should 
be  considered  for  disclosure  in  the  Financial  Statement  or  for  recording  a  loss 
contingency. 

-  There  are  no  unasserted  claims  or  assessments  that  our  legal  representative 
believes  must  be  disclosed  in  accordance  with  the  Financial  Accounting  Standards  Board 
Statement  No.  5. 

-  There  are  no  liens  or  encumbrances  on  fund  assets,  nor  have  any  assets  been 
pledged.  The  Fund  has  satisfactory  title  to  all  assets. 

-  There  were  no  events  occurring  after  the  balance  sheet  date  that  require 
adjustments  to.  or  a  disclosure  in,  the  Financial  Statement. 

-  All  adjustments  that  DSAA  or  the  DFAS  made  to  account  balances  are  fully 
documented  and  were  made  in  accordance  with  applicable  accounting  standards  and  DoD 
policies. 
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Attached  is  the  FY  1995  Legal  Representation  Letter  for  the  DSAA  Financial 


Stateinent(s). 


KOMriMeKaip 

Ac^Oimclor 


Attachments: 
As  Stated 


OUSD{C) 
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DEFENSE  LEGAL  SERVICES 


OC'tMUMCuWftv  AS»4STA*iCt 

MAS-iiNCTOX  CC  M30I  a*oo 

February  5, 1996 

MEMORANDUM  FOR  ASSISTANT  INSPECTOR  GENERAL  FOR  AUDITING 
DEPARTMENT  OF  DEFENSE 

SUBJECT:  Legal  Representation  Letter 

During  the  period  September  30, 1995  to  February  2, 1996,  in  the  course  of 
performing  legal  services  for  the  Defense  Security  Assistance  Agency,  1  have  become 
aware  of  no  legal  claims  or  assessments  against  t^  agency  nor  of  any  legal  claims  or 
assessments  which  probably  will  be  asserted. 

While  in  198 1  the  Government  of  Iran  filed  a  claim  against  the  Government  of  the 
United  States  concerning  unresolved  issues  involved  in  Iran’s  Foreign  Military  Sales 
program,  the  claim  is  not  against  the  Defense  Security  Assistance  Agency.  The  extent  of 
the  liability  of  the  FMS  Trust  Fund  in  that  claim  will  be  the  same  as  if  tibere  were  no 
claim  •  at  the  final  closure  of  Iran’s  FMS  program,  the  residual  amount  in  Iran’s  FMS 
Trust  Fund  account  will  be  returned  to  Iran.  Any  additional  sums  which  might  be 
adjudged  due  to  Iran  by  the  Iran-U.S.  Claims  Tribunal  at  the  Hague  would  only  be 
payable  from  the  Judgment  Fund,  just  as  the  settlement  of  one  piece  of  said  claim  has 
already  been  paid.  The  Department  of  State  represents  the  United  States  before  the 
Tribunal. 

Susan  C.  Ludlow-MacMurray 
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Overview 


FY  1995  ANNUAL  HNANCIAL  STATEMENT 
DEFENSE  SECURITY  ASSISTANCE  AGENCY 


PARTI  .  OVTRVIEW  OF  THE  REPORTING  ENTITY 

A.  OVERVIEW 

The  Defense  Security  Asstsunce  Agency  (DS  AA)  idmiiusters  the  security 
assistance  responsibilities  of  the  Secreury  of  D^ense  under  the  Foreign  Assistance  Act 
(FAA).  of  1961  as  amended,  the  Anns  Expon  Control  Act  (AECA),  as  amended,  and 
other  applicable  statutes.  Executive  Orders,  and  Directives 

SECURITY  ASSISTANCE  DEFINED 

Security  assistance  is  an  instrument  of  foreign  policy  that  supports  U.S  national 
securh>  by  providing  a  broad  range  of  programs  employing  both  authorizations  to  transfer 
defense  equipment,  services,  and  training  to  national  governments  and  international 
organizations,  as  well  as  providing  funding  to  pay  for  such  transfers.  Security  assistance  is 
authorized  by  the  FAA.  and  the  AEC.A  The  security  assistance  program  helps  friends  and 
allies  deter  and  defend  against  aggression,  contribute  to  sharing  the  common  defense 
burden  and  participate  in  muhinaiiona!  security  effons.  such  as  coalition  warfare  and 
peacekeeping  operations 

Security  assistance  also  promotes  the  national  military  strategies  for  active 
engagement  and  forward  presence  by  improving  the  defense  capabilities  of  our  allies  and 
hriends.  while  demonstrating  U  S  commitment  to  defending  common  tmeresis.  As  an 
iniegral  pan  of  forward  presence,  security  assisunce  programs  enhance  deterrence, 
encourage  defense  responribility  sharing,  suppon  U.S  readiness,  and  increase 
imeroperabilify  with  potential  coahtion  defense  partners 


Programs  included  in  the  milhary  s^ment  of  security  assisunce  inciude  Foreign 
Miliury  Sales  (FMS),  Foreign  Military  Financing  (FMF).  Imeniational  K^lhiry  Education 
and  Training  (IMET).  Milhary^to-Mihtary  Cootao  Program  (MMCP),  grams  of  Excess 
Defense  Articles  (EDA),  PresidemiaUy-dtrected  drawdowns  of  defense  invemories,  and 
Special  Defense  Acquisition  Fund  (SDAF)  The  structure  of  each  program  provides  the 
capability  to  respond  to  the  needs  of  friends  and  allies  by  addressing  their  security 
concerns  >vhi)e  supporting  U  S  armed  forces  and  promoting  U.S.  foreign  policy  and 
national  security  interests  Security  assisunce  programs  promote  r^ional  subilhy 
through  arms  transfer  controls  on  the  volume  and  types  of  weaponry  provided  to 
recipients  and  foster  respea  for  human  rights,  demonic  v^ues.  and  institutions 
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A  brief  description  of  each  of  the  above  programs  follows 
Foreign  Militar>*  Sales  (FMS) 

The  FMS  program  is  the  govemmeni-io-govenunent  channel  for  selling  U  S 
defense  equipment,  services,  and  training  FY  1995  sales  were  $9.1  billion  and  FY  1994 
sales  totaled  $12  9  billion  Sales  in  FY  1993  exceeded  $33  0  billion,  the  largest  sales  year 
in  L  S  hjsiorN-  and  significamly  above  the  historical  annua)  average  (See  Table  I-l.  page 
1 3  )  Future  FMS  levels  for  the  remainder  of  the  decade  arc  expected  to  average  under 
$10  0  billion  annually 

FMS  proxides  direct  benefits  by  enhancing  U.S  armed  force's  readiness  posture 
and  b>  supponing  and  encouraging  hneroperability  among  potential  coalition  defense 
panners  Additional  national  benefits  derived  from  these  sales  include  a  more  favorable 
balance  of  trade,  sustainment  of  highly  skilled  jobs,  and  generation  of  revenue  for  U  S 
companies  Depanment  of  Defense  (DoD)  benefits  from  FMS  through  extension  of 
production  lines  and  lowering  of  unit  costs  for  key  weapon  s>*siems,  such  as  the  M1A2 
tank.  F-)  t)  and  TA-IS  aircraft,  and  AH-64  (Apache)  helicopters 

Foreign  Military  Financing  <FMF) 

F\IF  is  the  pnmary  financing  program  for  militan  security  assistance  The 
(  on^i  cns  appropriates  fund.s  in  the  Foreign  Operations  Appropriation  Act  and  DoD 
e\ecute>  the  program  The  majority  of  FMF  grants  are  designated  to  meet  the  continuing 
security  needs  of  allies  in  the  Middle  East,  but  funding  is  also  proNided  to  support  securit\ 
assistance  initiatives  in  Central  Europe  (CE)  and  assist  coumemarcotics  and  demining 
effons  FMF  in  T\  1995  totaled  $3  154  billion,  roughly  equal  to  the  T\  1994  level 
.After  ftjnding  Israel  and  Eg>*pi  (S3  1  billion)  and  other  earmarked  programs,  less  than  $.'3 
million  in  discretionar>  FMF  funding  was  distributed  to  Jordan,  coumemarcoiic  country 
programs.  Haiti,  demining,  and  the  Baltic  Peacekeeping  Battalion  Greece  and  Turke> 
receiN  cd  market  rate  loans  through  FMF 

International  Military  Education  and  Training  (IMET) 

The  IMET  program  is  a  low  cost  grant  program  that  provides  professional  miliiaiy 
education  and  training  to  national  military  and  civilian  personnel  This  training,  through 
attendance  at  IMET  sponsored  courses  in  the  United  States  and  programs  conducted  in- 
country'  by  various  training  teams,  exposes  future  leaders  of  defense  and  related 
establishments  to  our  values  regard  for  human  rights,  democratic  institutions,  and  civilian 
control  of  a  professional  military  Over  3,000  military'  and  cmlian  personnel  from  over 
10(‘  countries  panicipated  in  IMET  in  FY  1995  at  an  end-of-ycar  program  value  of 
$2(*  .'5  million  Ov'er  3.000  participated  in  the  FY  1994  IMET  program 


4 


63 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


0\en*ieM 


To  me€i  the  challenges  posed  by  recent  transitions  to  democracy  in  countries  in  the 
former  Soviet  Union.  CE.  Africa,  the  Pacific,  and  Latin  America.  IMET  has  been 
expanded  to  include  programs  focusing  on  human  rights,  effective  defense  resources 
mana cement,  military  justice,  and  civil-military  relations  The  IMET  program  remains  one 
of  the  least  costly  and  most  cffeaive  programs  for  maintaining  U  S  i^uence  and  assisting 
countries  in  their  transition  to  and  maintenance  of  democracy  During  the  last  three 
decades  over  half  a  million  foreign  personnel  have  received  training  through  IMET 
sponsorship 

Militan-to-MUitary  Contact  Program  (MMCP) 

The  NCMCP  was  designed  to  encourage  a  democratic  orientation  of  defense 
establishments  and  military  forces  of  other  countries  While  IMET  focuses  on  individual 
iraming.  the  MMCP  is  direaed  towards  foreign  defense  establishments  as  institutions  to 
assist  them  in  understanding  the  role  of  military  forces  in  a  democratic  society  To 
accomplish  this  goal.  MMCP  relied  on  direa.  in-coumry  interaction  between  small,  well- 
trained  U  S  contingents  and  their  host-nation  coumerpans  The  MMCP  process  began 
with  a  Miliian  Liaison  Team  (MLT).  assigned  to  the  national  Ministry  of  Defense, 
working  in-coumry  to  determine  the  finciional  needs  of  the  host  government  Traveling 
Coniaci  Teams  were  then  organized  and  sent  ir>-country’  to  provide  expertise  in  specific 
functional  needs  identified  by  the  MLT  and  the  host  country  The  MN1CP  also  provided 
familiarization  tours,  conferences,  and  exchange  of  military  and  civilian  personnel  to 
accomplish  its  objectives  For  FY  1^.^.  Congress  appropriated  $12  0  million  in  the  150 
budget  function  for  this  program,  of  which  52  0  million  was  earmarked  to  initiate 
programs  under  the  L  S  Pacific  Command's  area  of  responsibility,  and  the  balance  to 
continue  programs  in  CE  traditionally  funded  with  DoD  or  CINC  funds  The 
Administration  did  not  request  funding  for  the  MMCP  in  FY  1996  MMCP  type  activities 
will  be  continued  in  the  future  as  pan  of  a  broader  program  of  traditional  CINC  military  - 
lo-miliiary  programs,  outside  of  security  assistance  channels 

Excess  Defense  Ankles  (EDA) 

EDA  are  equipment  (other  than  military  consiruaion  equipment )  which  are  in 
excess  of  the  Approved  Force  Acquisition  Objective  and  Approved  Force  Retention  Stock 
at  the  time  such  articles  arc  dropped  from  the  DoD  inventory  These  ankles  may  be  sold 
to  eligible  countries  and  international  organizations  under  the  FMS  program,  or 
transferred  under  the  provisions  of  Sections  5 1 6  through  520  of  the  F  AA  During  FY 
1 995.  5504  0  million  in  current  value  of  EDA  grant  and  sale  transfers  were  notified  to 
Congress,  compared  to  the  FY  1994  loul  of  $267  0  million  Bahrain.  Turkey,  Greece. 
Egypt  and  Spain  were  the  largest  recipients  of  EDA  Several  CE  coumries  are  now 
eligible  to  receive  non-lethal  EDA  grams,  trucks  and  uniforms  were  provided  to  Estonia. 
Latv  la  Lithuania,  and  .Albania  under  the  program 
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Enersenn  Drawdown  Authorities. 

Seaion  506.  FAA  authorizes  the  President,  on  a  grant  basis,  to  draw  down  defense 
articles  from  DoD  inventories  and  to  provide  defense  services  to  national  governments  and 
international  organizations  in  response  to  military  emergencies  or  to  provide  assistance  for 
imemational  narcotics  control,  imemationil  disaster  relief  or  refugee  assistance  In  FY 
1995.  Seaion  S06(aK  1 )  FAA.  drawdowns  for  military  emergencies  totaling  S32  0  million 
were  executed  to  provide  equipment  and  transportation  in  support  of  the  UN  Rapid 
Reaaion  Force  in  Bosnia  Seaion  552<cK2).  FAA  authorizes  drawdowns  for 
Peacekeeping  Operations  In  FY  1995.  Seaion  552  Peacekeeping  Drawdowns  for 
commodities  and  serv  ices  were  S5  0  million  to  equip  the  Palestinian  Police  Force,  and 
$7  0  million  to  support  accelerated  training  of  the  neu  Haitian  National  Police  Force 

Special  Defense  Acquisition  Fund  (SDAF) 

SD.AF  is  a  revolving  fund  used  to  acquire  defense  articles  and  services  in 
anticipation  of  later  sales  through  FMS  to  national  governments  and  international 
organizations  The  .Administration  decided  to  phaseout  the  SDAF  program  beginning  in 
1994  and  use  incoming  sales  receipts  to  further  reduce  the  budget  deficit  Due  to  the 
decapitalization  of  the  fund.  5282  0  million  was  returned  to  the  Treasurv-  (Revolving  Fund 
Capital  Transfer  Account.  1 128)4)  in  FY  1995 

Peacekeeping  Operations 

The  number  of  situations  requiring  peacekeeping  operations  has  risen  dramaticalK 
in  the  past  feu  years  and  can  be  expeaed  to  increase  further  in  the  years  ahead  Military 
equipment  and  services  may  be  provided  to  indixidual  countries  or  international 
organizations  panicipating  in  seleaed  regional  peacekeeping  operations  through  securitv 
assistance  sale  and  lease  programs  or  grant  authorities  During  FY  1905.  milttarv 
equipment  was  provided  to  member  nations  of  the  Economic  Communitv  of  West  .African 
States  involved  in  a  peacekeeping  effon  in  Liberia,  and  to  the  nations  comprising  the 
Baltic  Peacekeeping  Battalion,  using  FMS  procedures  and  funding  provided  by  the 
Department  of  State  The  United  Nations  (UN)  has  also  obtained  a  variety  of  military  and 
support  equipment  on  reimbursable  lease  and  purchase  agreements  in  suppon  of 
peacekeeping  programs  in  Somalia.  Rwanda.  Bosnia,  and  Haiti 
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Within  the  Executive  Branch,  the  National  Security  Council,  the  Office  of 
Management  and  Budget  (0MB),  the  Department  of  the  Treasury,  the  Depanment  of 
Commerce,  and  others  have  responsibilities  rdated  to  security  assistance  Howe\*er.  the 
prindpai  responsBnlities  SUI  to  ffie  Dqrartmcm  of  State  and  the  DoD 

The  Secretary*  of  State  has  statutory  responsibility  for  securh)*  assistance  policy 
The  State  Department  has  overall  responsibility  and  authority  for  security  assistance 
programs  and  detcnnines  what  security  assistance  will  be  provided  or  what  sales  will  be 
made  to  which  countries  or  intemational  organizations  The  Secreury  of  Defense  has 
statutory  responsibility  for  determining  what  defense  anicles  or  services  are  available  for 
sale  or  transfer  abroad  and  for  imptememing  the  miliury  segment  of  security  assistance 
programs  The  DoD  also  has  significant  input  into  the  Departmem  of  Sute's  policy 
decision  making  The  security  assistance  Kinaions  delegated  to  the  Secreury*  of  Defense 
have  been  redelegated  to  the  Direaor.  DSAA.  The  Director.  DSAA  repons  to  the 
Secretary  of  Defense  and  Deputy  Secretary  of  Defense  through  the  .^sistant  Secretary  of 
Defense  for  Intemational  Security  Ail^rs  and  the  Under  Secreury  of  Defense  for  Policy 

OS\A  is  primarily  a  policy  and  management  oversight  organization:  the  Milhary 
Departments  actually  implement  and  execute  programs  DSAA  functions  include  the 
following  supervise  formulation  and  execution  of  security  assistance  within  DoD. 
including  the  development  of  DoD  regulations  governing  security*  assistance  programs  and 
the  DoD  position  on  security  assistance  budget  and  legislative  matters,  monitor  major 
weapons  system  sale  competitions  and  technology  transfer  issues,  manage  all  budgetary 
and  financial  arrangements  associated  with  FMS  on  a  cash  or  FMF  basis,  manage  the 
IMET  program,  maintain  the  FMS  and  IMET  data  bases,  implement  drawdown  authoritv 
transfers  u>  countries  from  DoD  stocks  and  transfers  of  excess  defense  anicles;  manage 
the  SDAF.  serve  as  DoD  focal  point  for  liaison  with  other  Executive  Branch  agencies,  and 
supervise  the  organization,  tratntng.  administrative  suppon  and  staffing  of  DoD  elements 
in  countries  which  are  responsible  for  managing  security  assistance  programs 
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Accomplishing  DSAA's  managetntn!  responsibilities  with  nouble  effectiveness 
would  not  be  possible  without  clearly  focused  mtralized  program  management  supported 
b>'  the  decentralized  logistics  and  services  organizations  of  DoD.  Security  asustance  is 
multi-functional  requiring  extensive  interagency  and  intradepirtmental  coordination  and 
management  outside  of  the  security  assisunce  managemem  structure  DS  AA  provides 
the  central  focus,  working  directly  with  Congress.  0MB.  Department  of  State. 

Depanment  of  Treasury.  National  Security  Council  and  other  Executive  Agencies  This 
central  managemem  is  supported  by  decemralized  operational  activities  The  fespeai\'c 
MilitaT>'  Department  program  office  provides  a  subordinate  structure  to  manage  the 
interface  for  logistics,  training,  transponation.  technolog>'  and  program  management  of 
Militarx  Depanmem-unique  weapons  s>'$tem  and  organizational  performance  These 
program  offices  work  directly  whh  over  100  FMS  customers  and  with  their  counterpan 
field  activities  to  structure  the  respeaive  Militar)'  Department's  security  assistance 
program  within  DSAA  guidance. 

IMPLEMENTATION  OF  l\S.  SECITIITY  ASSISTANCE 
POLICY  AND  OBJECTIN  ES 

DS.AA's  position  and  role  in  the  f  S  Government  is  unique  DS.AA  is  positioned 
to  conven  defense-related  national  security  policy  goals  into  reality,  as  evidenced  by  the 
broad  array  and  large  quantities  of  fielded  weapons  sv'stems  in  fhendly  and  allied  militarv 
units,  the  ongoing  execution  of  logistical  suppon.  defense  training,  and  other  service 
projects,  and  the  mvTiad  of  cooperative  programs  which  foster  continuous  interaction 
among  the  U  S  and  other  coumrie.<i  The  linkages  between  broad  national  policv*  goals. 
militar>-io-militar>  relationships,  and  consequential  development  and  implementation  of 
concrete  plan.<^  can  only  be  accomplished  through  the  centralized  managemem. 
coordination,  and  control  capabilities  offered  by  DSAA 

DS.AA  continues  to  play  a  central  role  in  suppon  of  Administration  policies  and 
Congressional  legislated  actions  for  iniemational  security  assistance  In  addition  to 
ongoing  suppon  to  long  established  countries  and  international  organizations,  more  recent 
examples  include  United  Nations  peacekeeping  effons  in  various  regions  of  the  world, 
such  as  effons  in  the  former  Yugoslavia,  Haiti,  and  Rwanda  and  suppon  to  emerging 
democracies  in  C£  DSAA  has  also  been  a  key  player  in  the  establishment  of  the  Baltic 
Peacekeeping  Battalion,  consisting  of  troops  from  Estonia.  Latvia,  and  Lithuania*  In 
critical  international  situations,  past  and  ongoing  intemational  security  relationships  have 
proven  to  be  essential  in  providing  the  foundation  for  implementation  of  U  S  foreign 
policy  and  national  security  objectives 
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FMS  sales  for  FY  1 995  totaled  S9  1  billion,  over  S3  0  billion  less  than  FY  1994. 
The  decrease  is  attributed  to  the  fact  that  ongoing  changes  in  worldwide  defense  budgets 
that  have  emerged  following  the  end  on  the  Cold  War  In  FY  1995,  $2  4  billion  (26®/d) 
consisted  of  sales  of  Major  Defense  Equipment.  (See  Table  I-l,  page  13,  for  the  FMS 
sales  history'  for  the  past  five  years ) 

Major  aircraft  system  sales  made  up  more  than  20®/i  of  the  FY  1995  tales  These 
were  the  sale  of  12  AH-64s  to  Egypt  for  $256  1  million.  30  AH*64$  to  the  Netherlands  for 
$669  4  million,  8  AH- IWs  to  Taiwan  for  SI 01  J  million,  2  E2-Cs  to  France  for  $561  8 
million,  and  7  refurbished  KC-135s  to  Turkey  for  $299  0  million,  and  30F/A-18As  to 
Spain  for  5275  8  million  (EDA). 

In  FY  1995.  Congress  funded  the  full  .Administration  request  for  IMET  resulting  in 
a  modest  increase  to  $25  5  million  An  additional  S850  0  thousand  was  added  to  IMET 
during  the  year,  for  an  end-of-ycar  total  value  of  $26  35  million  In  FY  1994.  the  IMET 
program  appropriation  was  reduced  drastically  from  FY  1993  funding  This  required 
major  rcstaicrurinc  of  the  IMET  program  and  very  close  focus  on  the  utility  of  our 
funding  allocations  We  distributed  program  shortfalls  as  equitably  as  possible  to  mainiain 
viable  security  assistance  rdationshipST 

DSA.A  continued  to  manage  the  EDA  program  during  FY  1995  This  program 
saves  the  .American  taxpayer  money  b>  transferring  excess  defense  equipment  to  other 
count  ries.  saving  the  U  S  Government  the  cost  of  transporting,  demilitarizing,  and 
disposing  of  the  equipment  At  the  same  time,  it  furthers  the  national  security  and  foreign 
pohev  interests  of  the  United  States  by  enhancing  the  defense  capabilities  of  our  friends 
and  allie,^  DS.AA  notified  Congress  of  potential  transfers  of  over  $504  0  million  in 
current  value  during  FY  1995 

During  1995.  the  Foreign  Military  Loan  Liquidating  Account  (FMLL.A) 
disbursed  $42 1  9  million  of  loan  funds  on  behalf  of  national  purchases  and  $72  6  million  in 
guaranty  payments  on  defaulted  loins  During  the  same  period.  $  1 .699  3  million  in 
principal,  interest  and  late  charges  on  all  receivables  was  eoUeaed  $1,052  8  million  was 
returned  to  the  Treasury  $613  0  million  was  paid  to  the  Federal  Financing  Bank  (FFB). 
and  S3  3  3  million  of  collections  into  11X4121  was  disbursed  for  new  default  payments 
$440  1  million  in  accrued  interest  and  penalty  revenue  was  recognized 

Based  on  audits  of  the  FMF  direct  commercial  contract  program,  through  which 
approximately  SI  0  billion  of  FMF  funds  are  used  each  year,  changes  were  nude  to  the 
program  in  F^*  1 995  DS  AA  took  steps  to  use  FMF  funds  through  the  FMS  program, 
which  utilizes  the  DoD  acquisition  rules  and  regulations  to  purchase  FMS  customer 
requirements  After  consuhing  whb  customers.  Congress,  industry,  and  others  concerning 
the  proposed  changes,  revised  guidelines  for  continuing  the  program  on  an  exception  basb 
were  issued  in  January  1 995 
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The  drawdown  of  U  S  forces  and  increasing  emphasis  on  disposal  of  assets,  led 
DSAA  to  sponsor  a  Logistics  Management  Institute  study  ofDoD  disposal  policy 
Preliminary  results  indicate  substantia]  net  dollar  returns  to  the  Defense  Business 
Operations  Fund  can  be  realized  through  a  business-based  approach  to  retemion.  with 
concurrent  improvement  of  support  to  both  DoD  and  security  assistance  customers  The 
study  was  completed  in  FY  1994  and  aaion  was  taken  in  FY  1995  to  test  the  conclusions 
reached  and  refine  DoD  spare  pans  retention  policies  DSAA  will  continue  consultations 
with  other  DoD  offices  to  implement  changes  which  will  improve  suppon  to  U  S  and  to 
security  assistance  customers. 

DSAA  S  E\  OLVING  INTERNATIONAL  SEClTtm 
ASSISTANCE  ROLE 

DS  AA  is  working  closely  with  other  DoD  components  to  develop  a  cohereni 
strategy  with  respect  to  conventional  arms  transfers  The  laws,  policies,  regulations  and 
procedures  governing  the  current  V  S  system  of  arms  expon  controls  are  being  careful l> 
examined  to  determine  the  changes  nccessaiy  to  enhance  their  relevance  to  new  world 
realities  As  the  DoD  focal  point  for  administering  the  muhi-billion  dollar  secunty 
assistance  program.  DSAA  is  uniquely  qualified  to  provide  valuable  advice  to  senior  DoD 
polic)  makers  on  security  assistance  matters 

During  F^‘  199,^.  DSAA  successfully  managed  two  major  attack  helicopter 
competitions  in  the  Netherlands  and  the  I  nncd  Kingdom  with  an  aggregate  value  of 
approximatelx  S2  1  billion  Such  sales  are  critical  to  the  maintenance  of  a  prudent  lev  el  of 
military  production  during  a  period  of  reduced  DoD  budgetary  resources 

DSAA  has  provided  essential  leadership  in  maintaining  the  bridge  between  foreign 
nation  security  assistance  requirements  and  maintenance  of  U  S  produaion  capabilitv 
The  continued  long*term  operation  of  numerous  production  and  rebuild  lines  for  major 
items  of  defense  equipment  are  heavilv  impaaed  by.  or  dependent  on.  cominued 
international  security  agreements  The  following  list  of  systems  for  which  sales  totaled 
over  S2  26  billion  in  FY  1995  arc  representative  of  those  programs  which  tangibly  extend 
I*  S  production  lines 

AH-64  Attack  Helicopters 
AH-1>^'  Attack  Helicopters 
AIM- 120  AMRAAM  Missiles 
E2-C  Aircraft 
F/A-IS  Aircraft 

Multiple  Launch  Rocket  Systems 
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SALES,  REVENl  E,  AND  COST  M4NAGEMENT 

The  final  FY  1995  FMS  sales  totaled  $9  1  billion  as  compared  to  the  FY  1 994 
FMS  sales  of  $12  9  billion  The  FY  1995  major  defense  equipment  sales  were  26%.  or 
$2  4  billion,  of  the  $9  I  billion  total  (see  Table  M .  page  13  for  prior  year  FMS  Sales  and 
Deliveries) 

During  FY  1995.  the  Foreign  Military  Loan  Liquidating  Account  (FMLLA)  had 
reimbursements  of  $442.2  million,  consisting  of  $292  3  million  of  receipts  on  FFB 
guaranteed  FMF  loans,  and  $149  8  million  of  reimbursements  on  defaulted  and 
rescheduled  guaranteed  FMF  loans  The  $292  2  million  was  transferred  to  the  FFB.  and 
the  SI  49  9  million  of  reimbursements  on  defaulted  and  rescheduled  loans  was  panially 
reused  to  offset  the  $72  6  million  of  nevv  defaults  paid  to  lenders  covered  by  DoD 
guarantees 


COMMERCIAL  FIACTIONS,  RE\  OL\  INC  AND 

TRl  ST  FI  XDS  REPORTED 

DS.A.4  was  established  as  a  separate  agency  of  the  DoD  to  administer  the  military 
assistance  component  of  the  nation's  security  assistance  programs  In  fulfilling  this 
mission.  D$.A.A  has  managerial  and  administrative  responsibility  for  the  FMS  Trust  Fund, 
the  Foreign  Military  Financing  Program  Account  (FMFPA).  the  FMLLA.  the  Foreign 
.Military  Financing  Direct  Loan  Financing  .Account  (FMFDLFA),  the  SD.AF.  and  the 
former  Guarani>  Reserxe  Fund  (GRF ) 

FOREIGN  miT.ARY  SALES  (FMS)  TRUST  TVSD  This  account  (8242 ).  was 
established  as  a  means  of  facilitating  the  purchases  of  U  S  defense  anicles  and  sen  ices  b\ 
countries,  as  authorized  in  the  AECA  The  Trust  Fund  provides  a  vehicle  through  w'hich 
the  United  States  Government  processes  national  funds  required  for  FMS  case  payments 
to  U  S  contraaors  for  new  procurement,  and  to  DoD  components  for  sales  from  DoD 
stocks  Table  1-2.  page  13,  provides  information  about  receipts  and  di^ursements  The 
performance  measurements  in  the  overview  and  the  performance  indicators  in  the 
supplemental  section  are  indicative  of  the  FMS  business  process,  however,  they  are  not 
directly  linked  to  the  Agency's  plans,  goals,  and  objectives  The  role  of  the  USG.  and 
therefore  DSAA.  is  to  respond  to  requests  for  purchases  As  such,  we  don't  link  a  cenain 
level  of  sales  (or  most  other  financial  measurements)  to  the.effective  accomplishment  of 
the  Agenc\  s  ntission  Tables  1*3  and  J-4.  page  14.  indicate  the  value  and  number  of 
active  FMS  agreements  as  of  September  30.  1991  through  1995 
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SPEC1.U  DEFENSE  ACQUISITION  FUND  (SDAF)  This  account  (4)16).  was 
authorized  by  the  International  Security  and  Development  Cooperation  Act  of  1 98 1  The 
SDAF  is  a  revolving  fund  under  the  control  of  the  DoD  which  finances  the  acquisition  of 
defense  articles  and  services  in  anticipation  of  their  transfer  (pursuant  to  AEC  A),  to 
eligible  nations  and  international  organizations  The  SDAF  account  is  replenish^  from 
the  proceeds  of  sales  of  Hems  purchased  by  the  accoum  The  Administration  is  phasing 
out  this  program  SDAF  performance  measurements  arc  presented  in  the  overvicu  and  in 
the  supplemental  seaion  of  this  repon 

FOREIGN  MILTTARY  FIN.ANCING  PROGRAM  ACCOUNT  (FMFPA)  This 
account  is  being  reponed  as  pan  of  the  FMF  Direct  Loan  Financing  Accoum  (FMFDLFA) 
(Account  4122)  The  following  narrative  is  provided  to  reflect  hs  relationship  to  the 
FMFDLFA  The  FMFPA.  Accoum  1085,  was  established  b>*  the  Credit  Reform  Act  as  an 
appropriated  fund  account  to  provide  the  funding  necessary*  to  finance  the  subsidy  element 
of  the  loan  program  Expenditures  from  this  accoum  finance  the  subsidy  element  of  direct 
loan  disbursements  and  are  transferred  into  the  FMFDLFA  to  make  the  required  loan 
disbursements  for  approved  FMS  or  commercial  sales 

Management  has  taken  action  to  establish  performance  indicators  on  this  accoum  See  the 
ovenieu  and  supplemental  sections  for  FNfFDLFA  performance  measures 

Gl  AR.ANTN'  RESERX’E  FUND  (GRF )  This  accoum  (4121).  was  established  b> 
Congress  to  provide  a  guaranty  against  country  loan  arrearages  or  defaults  on  the 
repayment  of  loans  due  to  the  FFB  and  commercial  banks  The  nature  and  purpose  of  this 
account  was  changed  on  Oaober  1 ,  199 1,  by  implememaiion  of  the  Credit  Reform  Act  It 
has  no\^  been  replaced  by  the  FMLLA  (4121) 

FOREIGN  MILITARY  LO.AN  LIQUIDATING  ACCOLT^’T  (FMLLA)  This 
accoum  (4 12 1)  uas  established  under  Credit  Reform  Act  Consolidated  into  this  symbol 
uere  all  assets,  liabilities,  and  equities  for  loan  balances  previousl>  recorded  in  accounts 
II-I0S2.  I1M1083,  I IM 1084.  and  11X4121  This  accoum  disburses  loan  funds 
pre\  iousK  made  av'ailable  and  accounted  under  the  previousK  mentioned  accounts 
FMLL.A  performance  measurements  are  sho>^Ti  in  the  overvieu  and  in  the  supplemental 
section  of  this  repon 
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FOREIGN  MILITARY  FINANCING  DIRECT  LOAN  FINANCING  ACCOl'ST 
(FMFDLFA)  This  account  (4122)  was  established  under  the  Credit  Refonn  Act  The 
establishment  of  this  account  provides  the  vehicle  for  making  disbursement  of  Foreign 
Niilitar>  Loan  funds  for  approved  procurements  and  for  subsequent  coUeaion  of  debt 
serv  ice  due  for  the  loans  The  account  uses  permanent  borrowing  authority  from  the 
Treasury,  combined  with  transfers  of  ^propriated  funds  from  account  1085  to  make  the 
required  disbursements  for  loan  redpieni  countries  for  thdr  FMS  or  commercial 
procurements  Receipts  of  debt  service  payments  from  borrowers  arc  used  to  repay  the 
borrowings  from  Treasury  FMFDLFA  performance  measurements  are  shown  in  the 
ov  en  ieu  and  in  the  supplemental  section  of  this  report 

ACCOI  NTING  RESPONSIBILITIES  FOR  THE  Fl^DS 

The  Defense  Finance  and  Accounting  Scrwice  (DFAS).  Denver  Center.  Deputate 
for  SecuritN  Assistance,  has  provided  centralized  accountine  services  to  DS  AA  since  7 
March  IW 

ACC  OrNTING  CHANGES 

SDAF  ACCOINTING  The  DFAS.  Denver  Center  has  continued  to  implemem 
uiihin  existing  accrual  accounting  process,  an  accounting  procedure  that  more  closch 
maiche.«  the  actual  operation  of  the  fund  This  procedure,  know'n  as  the  completed 
contract  method  of  accounting,  recognizes  that  a  single  procurement  contract  represents 
a  discrete  aggregation  of  effon  which  best  embodies  the  recordable  aaivitv  of  the  fund, 
and  the  final  costs  on  a  procurement  comraa  cannot  be  determined  until  the  contract  is 
legallv  complete  and  closed  Upon  contract  closure,  all  expenses  are  matched  with  the 
appropriaie  revenue  The  DoD  Accounting  Manual  prescribes  the  accrual  basis  as  the 
ba>i>  of  the  accounting  to  be  used  by  DoD  Components  However,  due  to  the  decision  to 
phase  oui  the  SD.AF.  h  was  determined  that  it  was  not  cost  effective  to  change  the 
existing  accounting  process  at  that  time 

SDAF  IKX'ENTORY  The  SDAF  inventors'  valuation  was  based  on  actual 
amounts  reponed  by  the  MilHaf>'  Depanments  since  these  assets  are  controlled  and 
managed  by  these  agencies 

OTHER 

In  Fiscal  Year  1995.  for  the  first  time,  the  dollar  value  of  FMS  cases  closed 
( S 1 0  074B)  exceeded  the  dollar  value  of  new  cases  implemented  and  amendments 
processed  This  is  the  resuh  of  DS  AA  emphasizing  closure  of  cases  that  ha\  e 

been  suppK  complete  for  more  than  two  years  This  emphasis  will  continue  into  Fiscal 
Year  1996  and  beyond  (See  Tables  1-5  and  1-6.  page  15  ) 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Over>ie>% 


REPORT  PREPARATION 

The  fiiuncttl  statements  have  been  prepared  to  report  the  financial  position  and 
results  of  operation  for  the  entity,  pursuant  to  the  requirements  of  the  CFO  Act  of  1990 
The  finandal  statements  have  prepared  from  the  books  and  records  of  the  emity  in 
accordance  with  the  formats  prescribed  by  0MB  DSAA  is  included  in  the  DoD  Five 
\  car  Financial  Management  Plan  This  report  does  not  identify  any  separate  funding 
needs 


(SIN  BILLIONS) 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Overview 

TABLE  M 


FOREIGN  MILITARY  SALES  AND  OELIVBUES 


□  SALES 
■oaivB^ 


1992  1993  1994 

nSCAL  YEAR 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_  ■  Chenlew 

PART  I:  OVERVIEW  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASURES  FOR  PART  I 
SPECIAL  DEFENSE  ACOnSITION  FLTNP.  ACCOITVT  4116: 

PROGRAM:  Number  erPurcluM  Orden  Issued,  New  and  Revised 

n  iwf  Acnvm  total 

TOTAL  MILITARY  INTERDEPARTMEOTAL  PURCHASE  200 

REQUESTS  (MIPRs)  ISSUED 

n  1994  ACTI\  m  TOTAL 

TOT.AL  MILITARY  rNTERDEPARTMEN’TAL  PLllCHASE  166 

R£OLESTS(MlPRs)  ISSLTD 

NARRATIVE: 

This  performance  measure  reflects  the  number  of  MIPRs  that  were  issued  with  current  and 
prior  >car  obligation  authority  and  the  number  of  revisions  to  existing  NflPRs 

SOIRCE: 

DS.-VA  Special  Defense  Acquisition  Fund  Management  Information  System 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


0‘en1e»-  _ 

PART  1:  0\XR\’IEW  OF  THE  REPORTING  ENTITY 
B.  PERFORMANCE  MEASITIES  FOR  PART  I 
SPECIAL  DEFENSE  ACQUISITION  RTND.  ACCOIT^H-  41 16; 

PROGRAM:  Nombfr  of  Purchase  Orders  Oosed 

n  1995  Acnvm 


Ace  in  Years 

total 

0-3 

1 

4-0 

24 

7.q 

35 

10- 

10 

TOTAI 

70 

n  199^  ACTi\m 

Ace  in  Years 

IPJ.U 

0*3 

61 

4-0 

46 

7-9 

12 

10- 

4 

TOT  AL 

123 

NARRATINE: 

This  pertbrnfiance  measure  shows  the  number  of  purchase  orders  that  were  closed  and  their 
relative  ace 

SOI  RCE: 

DSA.A  Special  Defense  Acquisition  Fund  Management  Information  System 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Cher\  iew 

PART  1:  OVERMEW  OF  THE  REPORTING  ENTIT1 

B.  PERFORMANCE  MEASITIES  FOR  PART  I 

SPECIAL  DEFENSE  ACOITSITION  FLTND.  ACCOITNT  41 16! 

FINANCIAL:  Gain  or  Loss  on  Cases  Qosed 

(Whole  Dollars) 


r^  1995  ACTIVm  TOTAL 

Net  Gam  Returned  to  1‘  S  Govemmem  Treasur\  SO  0 

rv  1994  Acrnin  total 

Net  Gain  Returned  to  L  S  Govemmem  Treason  SO  0 


NARfLATINE; 

This  performance  measure  reflects  the  dollar  amounts  returned  lo  the  L  S  Treasury  There  were 
no  funds  returned  to  Treasury  in  Fiscal  >’car  (FY)  1994  Due  to  the  decapitalization  of  the  fund,  a  FV 
yarn  of  SI  5.54  5. (‘0.'  05  was  used  to  wtiie^off  unsalable  equipment 

SOI  RCE: 

Financial  Statements 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Ch'en’iew  _ _ _ _ 

PART  I:  0\'ERVIEW  OF  THE  REPORTING  ENTITY 
B.  PERFORMANCE  MEASITWES  FOR  PART  I 

SPECIAL  DEFENSE  ACQUISITION  FUND.  ACCOl^NT  4116; 

FINANCIAL;  Financial  Pctformance 


THOUSANDS  ($  X  000) 


n  1995  END  OF  YEAR  POSITION  TOTAL 

Asses  S656.074  0 

Liabilities  l?4,0?4-g 

Equity  $5::.000  0 

Currem  Railo  (Current  Assets  to 

Curreni  Liabilities)  ^  ^  ^ 

n  IW  END  OF  YEAR  POSITION  T0T,U 

Assets  $96:.3910 

Liabilities  — ? 

Equitv  S804.000  0 


Current  Ratio  (Curreni  Assets  to 
Curreni  Liabilities) 


I  «  c.. 

This  performance  measure  compares  assets  to  liabilities  For  a  breakout  of  the  F  Y  1 995 
Liabilities  amount  see  the  “Siitcmcnt  of  Financial  Position"  for  11X4 1 1 6  in  Part  II  and  Footnote 
17  B  Of  the  total  "Liabilities  amount  of  $134,074  0  for  FY  1995.  $124,982  0  applies  to  "Other 
non-Federa)  Liabilities  ”  This  amount  ($124,982  0)  was  computed  by  using  "Advances  to 
Contractors*  (GLAC  1400)  and  “Unearned  Revenue"  (GLAC  2310)  in  accordance  with  the 
"Completed  Contract  Method"  of  accounting  This  fund  has  more  than  enough  assets  to  cover 
its  liabilities  The  FY  1994  amounts  arc  presemed  for  comparison 

SOURCE: 

SDAF  General  Ledger 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_  .  _ _  Overview 

PART  i:  OVERMEX^’  OF  THE  REPORTING  ENTITl 

B.  PERFORMANCE  MEASURES  FOR  PART  1 
SPECIAL  DEFENSE  ACQUISITION  FUND.  ACCOUNT  4116: 


FINANCIAL:  Operating  Costs 

THOUSANDS  (S  X  000) 


¥\  1995  End  of  A  ear  Position 

TOT.^ 

Net  Operating  Costs 

Revenues  and  Reimbursements 

307.606  0 

Less  Total  Expenses  and  Losses 

307.606  0 

Results  of  Operations  (Gain) 

00 

F\  1994  End  of  Year  Position 

TOTAL 

Net  Operating  Costs 

Re\  cnucs  and  Reimbursements 

$211,109  0 

Less  Total  Expenses  and  Losses 

211.1090 

Results  of  Operations  (Gain) 

00 

NARRATIVE 

This  perfomiancc  measure  presents  the  annual  results  of  operation  The  total  earnings  for 
Fiscal  Year  (FY)  1995  was  $307,606,000  00  To  arrive  at  the  FY  1994  results  of  operations 
amount,  an  adjustment  to  prior  years*  reveiuies  ($387,178  49)  and  applicable  contract 
administration  costs  ($8,779.28)  had  to  be  subtraaed  During  FY  1 994,  and  before  the 
September  30, 1994  accounting  position  was  deiermined.  $22,256,908  81  of  gain  was  used  to 
write-off  unsalable  equipment  During  FY  1995,  and  before  the  September  30.  1995  accounting 
position  was  determined.  $15,545,063  .03  of  gain  was  used  to  write-off  unsalable  equipment 

SOURCE: 

Statement  of  Operation,  Costs  and  Chances  in  Net  Position 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Ovenlew _ 

PART  I:  OVERVIEW  OF  THE  REPORTING  ENTITl 
B.  PERFORMANCE  MEASURES  FOR  PARTI 
SPECIAL  DEFENSE  ACQUISITION  FUND.  ACCOUNT  41 16: 
OPERATING  RESULTS:  Reimbuncneiit  of  DoD  for  Articles  and  Services 

THOUSANDS  ($  X  000) 


n  1995  ACTlXm ,  END  OF  YEAR  POSITION  TOTAL 

COLLECTIONS  S245,452  6 

DISBURSEMENTS  SI  59.873  0 

F\  1 994  ACTI Vm .  END  OF  YEAR  POSITION  TOTAL 

COLLECTIONS  $275,600  0 

DISBURSEMENTS  $179,288  0 


NARRATIXT:: 

This  perfomunce  measure  presents  the  annual  receipts  and  outlays  for  the  lund  These 
collections  were  received  through  the  Foreign  Miiiur>'  Sales  Trust  Fund  from  foreign  customers 
and  from  DoD  agencies  for  articles  and  services  sold  from  the  fund  Disbursements  were  to 
commercial  comraaors  or  DoD  agencies  The  FY  1994  amounts  are  presented  for  comparison 

SOURCE: 

SDAF  Genera]  Ledger  and  September  1995  Acer  Rpt(M)!  176  (Repon  on  Budget  Execution) 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _ Overview 

PART  1:  OMIRMEW  OF  THE  REPORTING  ENTITY 

B.  PERFORAUNCE  MEASITRES  FOR  PART  1 
SPECIAL  DEFENSE  ACOLTISITION  FLTND.  ACCOIJNT  4116; 
FINANCIAL:  FimncUl  Condition 


THOUSANDS  (5  X  000) 


F%  1995  YEAR  END  POSITION 

TOTAL 

ASSETS 

CasfiTund  Balance  with  TrcasuA’ 

S453.988 

Invent  or\- 

152,885 

Advances  and  Prepa\Tnents 

0 

Accounts  Receivable.  Federal 

49.201 

TOT.AL  ASSETS 

$656,074 

Ll.ABILITIES 

Accounts  Payable.  Non-Federal 

$7,039 

Other  Liabilities 

124.982 

Accounts  Payable.  Federal 

2.053 

TOT.AL  LlABilTIES 

$134,074 

Current  Ratio  (Current  Assets  to 

Current  Liabilities) 

4.9  1 

W4  YEAR  END  POSITION 

total 

ASSETS 

Cash  Fund  Balance  with  TrcasuT>- 

$650,408 

ln\  enter) 

286.449 

Advances  and  Prepa>7nems 

0 

Accounts  Receivable.  Federal 

2f.5?4 

TOTAL  ASSETS 

$962,391 

LI.ABa.ITiES 

Accounts  Payable.  Non-Federal 

$8,357 

Other  Liabilities 

142,280 

.Accounts  Payable,  Federal 

7.754 

TOT.AL  Ll.ABILITIES 

$158,391 

Current  Ratio  (Currem  Assets  to 

Current  Liabilities) 

6  1 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


0\er\’ie« _ 

PART  1:  0^’ER\^EW  OF  THE  REPORTING  ENTITY* 

B.  PERFOR^UNCE  MEASURES  FOR  PART  I 
SPECIAL  DEFENSE  ACOIISITION  FLTND.  ACCOLTNT  41 16: 
FINANCIAL:  Financial  Condition  (Continued) 

NARRATIVE: 

This  performance  measure  shows  the  year  end  position  of  this  fund  All  assets  and 
liabilities  are  considered  “current"  and  there  arc  no  “long  term"  accounts  The  Fiscal  ^'car  (F^'  1 
1^94  amounts  are  presented  for  comparison 

SOIRCE: 

SDAF  General  Ledger 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Overview 


PART  1:  0\TRVIEVV  OF  THE  REPORTING  ENTITi’ 


B.  PERFORMANCE  MEASURES  FOR  PART  1 


FOREIGN  MILITARY’  LOAN  LlOnPATING  ACCOUNT. 
ACCOUNT  4121; 

FES'ANCIAL  PERFORMANCE:  Reimbursement  of  DoD  Articles  and  Ser\ice$ 

THOUSANDS  ($  X  000) 

n  1995  ACTI\m ,  END  OF  YEAR  POSmON  TOTAL 

n  X4 12 1  Principal  and  interest  collections  on  149.870 

defaulted  Federal  Financing  Bank  and 
Commercial  Guaranteed  Loans  and  principal 
colleaions  on  the  Guaranteed  ponion  of 
rescheduled  loans 

1 1 2968  Principal  collections  on  Direct  Loans  and  the  673.622 

direct  portion  of  rescheduled  loans 

1 1 1468  Interest  and  Late  Charges  on  direct  and  262.683 

rescheduled  loans  and  late  charges  on 
defaulted  Federal  Financing  Bank  and 
Commercial  Guaranteed  Loans 

1 1  \4 1 2 1  Principal  on  Federal  Financing  Bank  loans  -  292.387 

transferred  to  20X4521  097 

11 X4 1 2 1  I  merest  on  Federal  Financing  Bank  loans  320.763 

transferred  to  20X4521 

TOT.U  COLLECTIONS  1,699.325 


673.622 


262.683 


292.387 


n  1994  Acrivm ,  end  of  year  position 

11X4121  Principal  and  interest  collections  on 

defaulted  Federal  Financing  Bank  and 
C ommercial  Guaranteed  Loans  and  principal 
collections  on  the  Guaranteed  ponion  of 
rescheduled  loans 

1 1 2968  Principal  colleaions  on  Direa  Loans  and  the 

direa  portion  of  rescheduled  loans 
1 1 1468  Interest  and  Late  Charges  on  direa  and 
rescheduled  loans  and  late  charges  on 
defaulted  Federal  Financing  Bank  and 
Commercial  Guaranteed  Loans 
11X4121  Principal  on  Federal  Financing  Bank  loans  • 
transferred  to  20X452 1 .097 
11X4121  Interest  on  Federal  Financing  Bank  loans 
transferred  to  20X452 1 
TOT.AL  COLLECTIONS 


total 


11X4121 


544.704 


273,480 


297.949 

146.131 


1.496.687 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Oveniew  - 

PART  1:  OVERMEW  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASn«:S  FOR  PART  I 

FOREIGN  MILITARY  LOAN  LIOIIDATING  ACCOI^NT. 
ACCOl^T4121: 

FINANCIAL  PERFORMANCE:  Reimbunemenl  of  DoD  Articles  and  Services 
(continued) 

NARRATIXE: 

This  performance  measure  compares  the  collections  made  to  various  accounts  for 
several  iNpes  of  loans  The  collections  are  made  for;  (a)  repa>'ments  of  guaranty 
disbursements  made  by  DSAA  for  defaults  or  reschedulings  and  collected  back  into 
1 JX4121  for  new  default  disbursements,  (b)  repa>Tnents  for  direct  loans  and  deposited 
into  Treasury's  miscellaneous  receipt  accounts  2968  and  1468:  (c)  repayments 
for  Federal  Finance  Bank  (FTB)  loans  and  returned  to  FFB  for  borrowings  from  FTB 
Collections  of  miscellaneous  receipts  (2968  and  1468)  have  increased  over  the  past  two 
years  due  to  increased  principal  collections  for  direct  loans  Collections  into  1 1X4121 
ha\  e  decreased  the  past  tw  o  years  due  to  reschedulings  of  certain  countries  which  were 
priniaril)  in  arrears 

SOURCE: 

General  ledgers.  Undisbursed  Appropriation  .Account  Report  (TFS  665.^).  and 
Undisbursed  .Appropriation  .Accounts  •  Trial  Balance  (TFS  6654) 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Oven’iew 


PART  I;  ON  ERVIEW  OF  THE  REPORTING  ENTITY 

B.  PERFORXUNCE  MEASURES  FOR  PART  I 

FOREIGN  MILITARI’  LOAN  LIQUIDATING  ACCOUNT. 
ACCOUNT  4121! 


FINANCIAL  CONDITION:  Assets  to  Liabilities  Ratio 


MILLIONS  (S  X  000.000) 
n  1995  END  OFTXAR  POSITION 

Assets 

Liabilities 

Equity 

Assets  10  Liabilities  Ratio  1 ,07  1 

n  1994  END  OF  YEAR  POSITION 

.Assets 

Liabilities 

£quit> 


TOTAL 

8,501 

7.882 

619 


TOTAL 

9,559 

7.995 

1.564 


Assets  to  Liabilities  Ratio 


NARRATIVE; 

This  performance  measure  represents  the  asset  to  liability  ratio  Included  in  the 
asset  balance  are  receivables  for  Federal  Financing  Bank  (FFB)  loans  which  equal  the  total 
liabilities  which  are  borrowings  from  FFB 

SOIRCE: 

General  ledgers 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Oveniew  _ _ 

PART  I;  ON  ERMEW’  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASITRES  FOR  PART  I 

FOREIGN  MILITAR^^  LOAN  LIOITIDATING  ACCOUNT. 
ACCOUNT  4121! 

Operating  Costs 

THOUSANDS  (S  X  000) 

n  1995  Acnvi'n  ,  end  of  year  position 

Imeresi  Expense  on  Federal  Finance  Bank  Borrowings 
Total  Operaiing  Expenses 

1994  ACTIMT^',  END  OF  YEAR  POSITION 


Interest  Expense  on  Federal  Finance  Bank  Borrowings 
T oial  Operating  Expenses 


NARR.\TI\T; 

This  performance  measure  represents  the  costs  associated  with  the  liquidating 
account  The  only  cost  was  interest  expense  paid  to  the  Federal  Financing  Bank  (FFB)  for 
borrowings  on  FFB  Joans  administered  by  DS.AA  The  drop  in  interest  expense  from  FV 
94  to  FY  95  is  due  to  the  decrease  in  loan  principal  as  FFB  loans  are  paid  offbv  the 
customers  There  are  no  new  FFB  loan  receivables  to  increase  the  principal  balance  thus 
increasing  the  interest  expenses 

SOURCE: 

General  ledgers 
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TOTAL 

(316.554) 

(316.554) 

3CPT.A.L 

041.535) 

(341.535) 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _ _ _  Overview 

PART  1:  OVERMEW  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASURES  FOR  PART  I 

FOREIGN  MILITARY'  LOAN  LIQUIDATING  ACCOUNT. 

ACConsT4ni! 


Operating  Results 


THOUSANDS  (5  X  000) 


n  1995  ACTIM-n 

IP.TAL 

Revenues  less  Funds  Returned  to  Treasury 

Less  Expenses 

Operating  Results 

(105.367) 

(364.8321 

$(470,199) 

1994  ACTIMTY 

TOTAL 

Revenues  (ess  Funds  Returned  to  Treasury 

Less  Expenses 

Operating  Results 

(125.715) 

(341.5351 

S(467.248) 

NARRATI\’E; 

This  performance  measure  represents  the  difference  between  revenues  and 
expenses  in  ihc  account  The  revenue  is  offset  by  the  amount  of  collections  that  was 
returned  to  the  Treasury*  which  includes  principal  and  interest  The  difference  between  FY 
1994  and  1995  operating  results  is  due  to  the  increase  in  fiinds  returned  to  the 
Treasury  in  1995  over  FY  1994 

SOURCE; 

General  ledgers 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Ovenlew  _ 

PART  1:  0\T:RMEW  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASLES  FOR  PART  1 

FOREIGN  MILITARY  LOAN  LIOITIDATING  ACCOl^NT. 
ACCOl^T412l: 

FINANCIAL  CONDITION:  Asset  and  Liabitit>  Account  Balances  and  Ratio 


MILLIONS  ($  X  000.000) 


1995  YEAR  END  POSITION 

ASSETS 

TOTAL 

Cash  Fund  Balance  vAih  Treasur) 

n 

Inventor) 

0 

Advances  and  PrepavTnenis 

0 

Accounts  Receivable.  Non-Federal 

57Q 

Loans  Receivable 

7,911 

TOT.AL  ASSETS 

8.501 

Ll.ABILITIES 

Accounts  Payable.  Non-Federal 

0 

Other  Liabilities 

7.8S2 

Accounts  Pavable.  Federal 

0 

TOT.AL  LIABILITIES 

7.88: 

.Assets  to  Liabilities  Ratio 

1  07  1 

n  1994  ^  EAR  END  POSITION 

ASSETS 

TOTAL 

CasKFund  Balance  with  Treasury 

433 

Inventor) 

0 

.Advances  and  Prepayments 

0 

Accounts  Receivable.  Non-Federal 

499 

Loans  Receivable 

8,627 

TOT.AL  ASSETS 

9.559 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


0\’er\'iew 


PART  I:  OVERMEW  OF  THE  REPORTING  ENTITY’ 

B.  PERFORMANCE  MEASURES  FOR  PART  I 

FOREIGN  M1LITAR^'  LOAN  LIQUIDATING  ACCOtWT. 
ACCOUNT  4121: 


FINANCIAL  CONDITION:  Asset  ind  Ltabint>  Account  Balances  and  Ratio 
(Continued) 


LIABILITIES 

Accounis  Payable.  Non-Federal  0 

Other  Liabilities  7.996 

Accounts  Payable.  Federal  0 

TOT.AL  LI.ABILITIES  7,996 


Assets  10  Liabilities  Ratio  1 .2  I 

NARRATINX: 

This  performance  measure  shows  the  make  up  of  the  assets  and  liabilities  of  the 
account  The  fund  balance  with  TrcasuT>  decreased  from  FY  1994  to  FY  1995  due  to 
di.sburscmems  made  for  direct  loans  The  loan  receivables  arc  lower  due  to  the  increase  in 
principal  collections  in  F^'  1995. 

SOIRCE: 

General  ledgers 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Over>lew  _ _ _ 

PART  I:  0\’ER\TEW  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASITIES  FOR  PART  I 

FOREIGN  MILITARY  FINANCING  DIRECT  LOAN- 
FINANCING  ACCOUNT.  ACCOITST  4122; 

FINANCIAL  PERFORMANCE:  Reimbuneinent  for  Articles  and  Sen  ices 
THOUSANDS  (S  X  OOO) 


1 995  ACTIM'n  *  END  OF  YEAR  POSITION  TOTAL 

Total  Collenions  S93.698 

n  1994  Acnvi-n ,  end  of  year  position  total 

Total  Collections  $50,666 


NARRATINE: 

Thi.'i  account  was  established  in  FY  1992 
SOIRCE: 

General  ledgers.  Undisbursed  Appropriation  Account  Repon  (TFS  6653).  and 
Undisbursed  Appropriation  Accounts  -  Trial  Balance  (TFS  6654) 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


-  0>'eniew 

PART  I:  OVERMEW  OF  THE  REPORTING  ENTITI 

B.  PERFORMANCE  MEASURES  FOR  PART  I 

FOREIGN  MILITARY  FINANCING  DIRECT  LOAN 
FINANCING  ACCOUNT.  ACCOUNT  4122: 

FINANCIAL  CONDITION:  Assets  to  Liobilities  Ratio 


THOUSANDS  (S  X  000) 


n  1995  END  OF  YZAK  POSITION 

TOTAL 

Assets 

2.465.785 

Liabilities 

2-465.739 

Equity 

46 

Asset  to  Liabilities  Ratio 

11 

F\  1994  END  OF  YEAR  POSITION 

TOTAL 

Assets 

1.946.779 

Liabilities 

1.946.73.3 

Equity 

46 

Asset  to  Liabilities  Ratio 

1  I 

NARRATIVE: 

This  performance  measure  represents  the  difference  between  assets  and  liabilities 
The  ratio  remains  constant  from  F^’  1994  to  1995  The  dollars  increased  by  the  new 
loan  agreements  signed  in  FY  1995  Equity  consists  of  unobligated  appropriated  funds 

SOURCE: 

General  ledgers. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Ovenlew  _ 

PART  I:  OVERVIEW  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASIHES  FOR  PART  1 

FOREIGN  MILITARY'  FINANCING  DIRECT  LOAN 
FINANCING  ACCOn^T.  ACCOirNT  4122: 

Operating  Costs 


THOUSANDS  (S  X  000) 


n  1995  ACTIMTA  ,  END  OF  YEAR  POSITION 

TOTAL 

Subsidy  Expense 

42.774 

Administraii\'e  Expenses 

_ Q 

Total  Operating  Expenses 

42.774 

FA  1994  ACTIVm  ,  END  OF  A  EAR  POSITION 

T-QTAV 

Subsidy  Expense 

38.118 

Adminisiratix  e  Expenses 

0 

Total  Operating  Expenses 

38.118 

NARRATINE: 

This  performance  measures  shows  the  operating  expenses  for  the  account 

SOURCE: 

General  ledgers 
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Appendix  A.  Disclaimer  of  Opinion  and  Plnancial  Statements  Audited 


_ _ _ _  Ovenie^^ 

PART  I:  0\  ERVIEW  OF  THE  REPORTING  ENTITY 

B.  PERFORAUNCE  MEASITIES  FOR  PART  I 

FOREIGN  MILITARY  FINANCING  DIRECT  LOAN 
FINANCING  ACCOITST.  ACCOITNT  4122: 

Operating  Results 

THOUSANDS  ($  X  000) 


n  1995  ACTIMT^ .  END  OF  YEAR  POSITION  TOTAL 

Appropriations  Expensed  Plus  Revenues  98,243 

Less  Operating  Expenses  (98.243^ 

Opeiaiinu  Results  0 

Fi  1994  ACTIVm  •  END  OF  YEAR  POSITION  TOTAL 


Appropriations  Expensed  Plus  Revenues  65.566 

Less  Operating  Expenses  (65.566) 

Operating  Results  0 


NARRATUE: 

Thi.^  performance  measures  shows  the  operating  results  of  the  account  Net  results 
from  operations  must  equal  zero  for  credit  reform  loans 

SOURCE: 

General  ledgers 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Overview  _ _ _ 

PART  1:  0\TR\TEW  OF  THE  REPORTING  ENTITY’ 


B.  PERFORMANCE  MEASURES  FOR  PART  I 

FOREIGN  MILITARY  FINANCING  DIRECT  LOAN 

FINANCING  ACCOLTNT  fFMFDLFAL  ACCOUNT  4122: 

FINANCIAL  CONDITION:  Assets  and  Liabilities  Account  Balances  and  : 

THOUSANDS  (S  X  000) 

n  1995  Acnvm ,  end  of  year  position 

ASSETS 

TOTAL 

Fund  Balance  with  Trcasun* 

500 J  86 

InvcmoA 

0 

Advances  and  Prepa\Tnents 

0 

Accounts  Receivable.  Federal* Jmra-covcmmem 

1.487.195 

Non-Federal  Accounts  Receivable 

9.355 

Credii  Program  Receivables 

469.049 

Total  Assets 

2.46.^785 

LIABILITIES 

Accounts  Payable.  Non-Federal 

0 

Debt 

788..t28 

Other  Liabilities 

0 

Accounts  Payable.  Federal 

1  677  411 

Total  Liabilitie.s 

2.465,739 

Assets  to  Liabilities  Ratio 

1.1 

F^  1994  ACTIVm .  END  OF  YEAR  POSITION 
ASSETS 

10_T.AL 

Fund  Balance  with  Treasury 

357,397 

Inventory' 

0 

Advances  and  Prcpa>mems 

0 

Accounts  Receivable.  FedcraMntra-govcminem 

K339J04 

Non-Federal  Accounts  Receivable 

4J5J 

Credit  Program  Receivables 

246J22 

Total  Assets 

1.946,779 
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Appendix  A.  Disclaimer  of  Opinion  and  Bnancial  Statements  Audited 


Overview 


PART  I:  OVERMEW  OF  THE  REPORTING  ENTITY’ 

B.  PERFOR.\UNCE  MEASITRES  FOR  PART  I 

FOREIGN  MILITARY  FINANCING  mRECT  LOAN 
financing  ACCOUNT  fFMFDLFA^.  ArCOllVT  4122; 

FLN’ANCIAL  CONDITION;  Assets  and  Liabilities  Account  Babnces  and  Ratio 

(Continued) 

LIABILITIES 

Accounts  Payable.  Non-Federal 
Debi 

Other  Liabilities 
Accounts  Payable.  Federal 
Total  Liabilities 

Assets  to  Liabilities  Ratio  1 : 1 

NARRATIVE: 

This  pertbrmance  measure  compares  the  makeup  of  the  assets  and  liabilities  in  the 
account  The  dollar  figures  increased  from  1994  to  FY  1995  due  to  the  new  loan 
agreements  signed  in  T\  1995. 


0 

413.167 

0 

1,946,733 


SOIRCE: 

General  ledgers 


39 


98 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Oveniew  _ 

PART  I:  0\  ERMEW’  OF  THE  REPORTING  ENTITY 

B.  PERFORNUNCE  MEASURES  FOR  PART  I 
FOREIGN  MILITARY  SALES  rFMS)  TRUST  FVSD. 
ACCOITNT8242: 


PROGRAM:  Nen  Sales  Cases  Accepted  and  Amendments  Processed 


FV  19<?5  ACTIXTrY 

USAF 

OTHER 

lom 

NEW  FY  1995  SALES  CASES 

745 

625 

600 

250 

2.220 

CASE  AMENDMENTS-ALL  YEARS 

246 

m 

ill 

20 

TOT.AL 

991 

784 

751 

270 

2.796 

FV  1994  ACTIMTY 

aemi 

NAVV’ 

USAF 

•QTHEB 

lom 

NEW  T\  1994  SALES  CASES 

732 

632 

556 

228 

2.148 

CASE  AMENDMENTS-ALL  YEARS 

194 

109 

U1 

7 

443 

TOT.AL 

926 

741 

689 

235 

2.591 

NARRATIVE: 

This  performance  measure  shows  the  number  of  new  sales  cases  implemented  and 
the  number  of  case  amendments  processed  to  existing  cases  during  each  fiscal  year  While 
amendments  are  identified  to  the  original  case,  they  are  not  identified  to  the  fiscal  year  of 
the  original  case,  sale  Several  amendments  during  the  multiple-year  life  of  any  case  is 
considered  reasonable 

SOIRCE: 

DSAA  1200  System 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Overview 


PART  1:  OVERMEW  OF  THE  REPORTING  ENTITY’ 

B.  PERFORMANCE  MEASITIES  FOR  PART  I 

FOREIGN  MILITAR^^  SALES  fFMS)  TRUST  FI  TNT). 
ACCOnST  8242: 

PROGRAM:  Siles  Cases  Closed 

n- 1995  ACTIVm*  ARMY  NAW  USAF  OTHER  TOTAL 

CASES  CLOSED  FOR  ALL  ^TARS  \J299  809  736  323  3,167 

F\  1994  Acrnin  army  navy  __usaf  other  total 

CASES  CLOSED  FOR  ALL  ^XARS  1,301  763  774  346  3.184 

NARRATIVE; 

This  measure  demonstrates  the  number  of  sales  cases  "closed”  during  the  fiscal 
year  The  "closure''  of  a  sales  case,  like  the  completion  of  a  legal  contract,  occurs  when 
all  the  terms  ha\  e  been  met  Sales  cases  must  be  legally,  logistically.  and  fmanciallv 
’'complete”  prior  to  closure 

SOIRCE: 

DS.AA  1200  Svstem 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Oveniew  _ _ _ ' 

PART  1:  OVERVIEW  OF  THE  REPORTING  ENTITY 

B.  PERFOmvUNCE  MEASURES  FOR  PART  I 

FOREIGN  MILITARY'  SALES  TFMS)  TRl^ST  FUND, 
ArrOl’NT  8242; 

PROGRAM;  Ordered  Value  of  New  &  Amended  Sales  Cases  By  Major  Catcsoo' 


THOUS.VNTJS  (S  X  000) 


FV 

ARMY 

NAN'Y 

USAF 

OTHER 

Aircraft 

958.217 

704.069 

1.036.860 

381 

2.699.  .S26 

Missiles 

213,719 

506,127 

261.747 

0 

981.594 

Ships 

1,223 

165.292 

0 

651 

167.166 

\*ch  &  pns 

112,767 

186.228 

145.916 

127 

445.039 

Ammuniiion 

57.460 

123,480 

55.120 

976 

237.036 

Training 

10.M2S 

1)6.097 

198,456 

5.725 

425.405 

Misc  'Other 

1.186.779 

1,290.045 

67,362 

4.098.452 

TOT.AL 

2.635.295 

3.355.558 

2.988.144 

75,222 

9.054.218 

FY  1QQ4 

N.A\T 

mAE 

QIHEB 

7QX61 

Aircraft 

374.306 

1.081.437 

4.074.339 

2,376 

5,532.458 

Missiles 

326.507 

670.295 

367.869 

721 

1.365.392 

Ships 

538 

187.630 

0 

2.616 

190.784 

\‘eh  &  Wpns 

310,128 

81.344 

196.315 

6.131 

593.918 

.Ammunliion 

154.499 

149.370 

52.893 

4,545 

361.370 

Trainini; 

57.345 

273,770 

192.795 

542 

524.452 

Misc  Other 

790.559 

1  101.949 

2  061.897 

342.520 

4.206  925 

TOT.AL 

2.013.882 

3.545.795 

6.946.108 

359.451 

12.865.236 

NARRATIAX: 

This  measure  classifies  the  various  kinds  of  execution  aaivities  and  shows  the 
distribution  of  major  weapons  sales  cases  among  the  implementing  agencies 


SOIRCE: 

DSA.A  1200  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _ Ovcr\'iew 

PART  I:  OXTRMEW  OF  THE  REPORTING  ENTITY' 

B.  PERFORMANCE  MEASITRES  FOR  PART  1 

FOREIGN  MILITAR^^  SALES  fFMS^  TRUST  FVSD. 
ACCOIXT8242: 


PROGRAM:  Aged  Number  of  Seles  Ceses  Qosed 


FY  WS  ACTIVITY 

ARNff 

NAVY 

USAF 

OTHER 

TOTAL 

AGE  0-5  Years 

463 

172 

222 

239 

K096 

AGE  6- 1 0  ^'cars 

584 

377 

350 

67 

1.378 

AGE  1M5  Years 

196 

198 

131 

16 

541 

AGE  1 6-20  Years 

50 

51 

29 

1 

131 

AGE  20-  'hears 

6 

li 

4 

0 

21 

TOTAL 

1,299 

809 

736 

323 

3,167 

FV  1994  ACTJMTY 

AiVvn* 

NAVY 

US.AF 

OTHER 

TOT.AL 

AGE  0-5  Years 

518 

210 

247 

253 

K228 

AGE  6-10  Years 

619 

352 

369 

79 

1.419 

AGE  1 1-15  Years 

130 

154 

135 

13 

432 

AGE  16-20  Years 

29 

39 

20 

1 

89 

AGE  20- Years 

5 

1 

1 

Q 

TOT.AL 

1.301 

763 

774 

346 

3.184 

NARRAT1\E: 

This  performance  measure  reveals  ihe  age  or  “life  c>cle"  of  the  sales  cases  closed 
The  averaue  6-  year  life  of  a  case  is  dircaly  attributable  to  it’s  complexity  Major  weapon 
systems  procurements,  such  as  aircraft  and  construction  cases,  require  more  time  to 
execute  and  complete  ftnancial  close-out  than  do  logistics  and  training  cases 

SOIRCE: 

DS.A.^  1200  System 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


OvenieM  _ 

PART  I:  OVERMEW  OF  THE  REPORTING  ENTITY’ 

B.  PERFORMANCE  MEASURES  FOR  PART  I 

FOREIGN  MILITARY  SALES  rFMSi  TRUST  FUND. 
ACCOllST  8242: 


PROGRAM:  Number  of  Open  Cases  as  of  Fiscal  Year  End 


SEPTEMBER  30, 1995  POSITION 

AEMX 

NAVY 

USAF 

OTHER  TOIAl 

NL'MBER  OF  CASES  OPEN  (BASIC) 

5.333 

5,070 

4.436 

1.077 

15.916 

SEPTEMBER  30. 1994  POSITION 

ARMY 

iiSAE 

OTHER  IQIAL 

M'MBER  OF  CASES  OPEN  (BASIC) 

5,757 

5,210 

4.536 

1,142 

16,645 

NARR\T1\E: 

This  performance  measure  shows  the  number  of  aaive  FMS  sales  cases  at  the  end 
of  each  fiscal  year 

SOIRCE: 

DSAA  i:on  System 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ Oven’iew 

PART  1:  OVERVIEW’  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASWIES  FOR  PART  I 

FOREIGN  MILITARY  SALES  fFMS^  TRUST  FtTND. 

ACCOl?NT  8242; 

FLNANCUL  PERFORMANCE  (OBUGATIONS):  Assets  to  Liabilities  Ratio 


THOUS.AVDS  (S  X  000) 


1995  END  OF  ^'EAR  POSITION 

TOTAL 

Assets 

$15,794,364 

Liabilities 

$15.794  364 

Eqult\ 

0 

Assets  to  Liabilities  Ratio 

M 

rs  1994  END  OF  YEAR  POSITION 

TOTAL 

Assets 

SI  7. 168.478 

Liabilities 

$17,168,478 

Equity 

0 

Assets  to  Liabilities  Ratio 

1.1 

NARRATIVE: 

This  performance  measure  reflects  the  relationship  between  assets  and  liabilities 
SOIRCE: 

FMS  Trust  Fund  General  Ledger. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Oveniew  _ _ 

PART  I:  0\  ERVTE\V  OF  THE  REPORTING  ENTITY' 

B.  PERFORMANCE  MEASURES  FOR  PART  1 

FOREIGN  M1L1TAR^'  SALES  fFMSi  TRUST  FUND. 
ACCOl  NT  8242; 

FINANCIAL:  Operating  Costs 

MILLIONS  ($  X  000) 


1995  End  of  Year  Position  TOTAL 

Nei  Operating  Costs 

Revenues  and  Reimbursements  $0 

Less  Total  Expenses  and  Losses  SO 

Cost  of  Operating  a  Program  SO 

FN’  1994  End  of  Year  Position  TOTAL 

Net  Operating  Costs 

Re\enues  and  Reimbursements  $0 

Less  Total  Expenses  and  Losses  S2 

Cost  of  Operating  a  Program  $0 


NARRATIVE: 

This  performance  measure  reflects  no  gain  or  loss  to  operate  the  program 
SOIRCE: 

FMS  Trust  Fund  General  Ledger 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


PART  I:  OVERVIEW  OF  THE  REPORTING  ENTITY 

B.  PERFORMANCE  MEASURES  FOR  PART  I 

FOREIGN  MILITAR^^  SALES  rFMSi  TRUST  FUND- 
ACCOUNT  8242: 

FINANCIAL:  Operating  Results 


THOUSANDS  <$  X  000) 


n  1995  Acrivm 


T-9TA>r 


Funds  Appropriated  Total  Revenues 

and  Financinc  Sources 

Less  Net  Operaiinu  Costs  Total  Expenses 

Operating  Results  Net  Position.  Ending  Balance 


Ovcrvle^^ 


F^  1994  ACTIVm 

Funds  Appropriated  Total  Revenues 

and  Financing  Sources 

Less  Net  Operating  Costs  Total  Expenses 

Operating  Results  Net  Position.  Ending  Balance 


IPTAI. 


NARRATIVE: 

This  performance  measure  shows  the  operating  results:  however,  the  FMS  Trust 
Fund  accounts  only  for  amounts  on  a  cash  basis  in  a  fiduciary'  capacity  on  behalf  of  its 
clients 


SOURCE: 

FMS  Trust  Fund  General  Ledeer 
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Appendix  A.  Disclaimer  of  Opinion  and  financial  Statements  Audited 


Oveniew  • 

PART  I:  OVERVIEW  OF  THE  REPORTING  ENT1T1 

B.  PERFORM.4NCE  MEASURES  FOR  PART  1 

FOREIGN  MILITARY  SALES  fFMS)  TRUST  FUND. 
ACCOUNT  8242; 

FINANCIAL  CONDITION:  Financial  Solvency  Condition  -  Trust  Fund  and 

interest  Bearing  Account  Balances 

MILLIONS  (S  X  000,000) 

BALANCES  AS  OF  SEPTEMBER  30, 1994 

Trcasurv  Cash  Balance  for  Account  8242 
Cash  and  Other  Monetar>'  Assets 
Non*Federal  Accounts  Receivable 
Accounts  Payable 
TOT.AL 

BALANCES  AS  OF  SEPTEMBER  30. 1994 
Treasuiy  Cash  Balance  for  Account  8242 
interest  Bearing  Accounts 
Accounts  Receivable 
Accounts  Pavable 
TOTAL 

NARRATINE; 

Foreign  Miliiarv-  Sales  (FMS)  Trust  Fund  Accounting  is  managed  by  the  Defense 
Finance  and  Accounting  Service  (DFAS).  Denver  Center  to  ensure  sufficient  customer 
funds  are  on  hand  to  meet  the  daily  cash  requirements  of  the  militarv-  departments 

During  FY  1995.  approximately  $13,417.0  million  was  disbursed  to  implement 
customers'  orders  This  requirement,  compared  to  the  cash  and  interest  bearing  account 
balances,  yields  a  "quick  cash  ratio"  of  1  01 : 1  for  the  fund  (cash  to  requirements)  The 
liquidit)  ratio  was  1.19:]  and  was  calculated  as  total  cash  available,  plus  receivables, 
minus  payables,  compared  to  FY  1995  cash  disbursements  requirements  The  change  in 
accounts  receivable  Is  due  to  a  significam  increase  in  colleaions  on  receivables  ($4  3 
Billion)  from  3rd  Quarter  to  4th  Quarter  of  FY  1995. 

SOURCE: 

FMS  Trust  Fund  General  Ledger 


TOTAL 

56.409.6 
6.641  0 
4,1178 
>142  5 
$17,025  9 
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_ Overview 

PART  I:  OVERMENA  OF  THE  REPORTING  ENTITY 

B.  PERFORNUNCE  MEASURES  FOR  PART  I 

FOREIGN  MILITARY  SALES  fFMSl  TRUST  Fl^ND. 

ACCOIIVT  8242: 

FINANCIAL  PERFORMANCE:  Reimbursement  of  DoD  Articles  and  Senices 


MILLIONS  (5  X  000.000) 


F^  1995  ACTIMT^ 

total 

COLLECTIONS  IN  U  S  DOLLARS 

512.469  4 

F^  1994  ACTIMT\ 

total 

COLLECTIONS  IN  L  S  DOLLARS 

S13.035  8 

NARRATIVE: 

This  measure  shows  ihe  dollar  value  of  all  collections  into  the  FMSTnjst  Fund 
durinu  the  fiscal  year  Collections  into  the  Fund  for  FY  1995  were  less  than  anticipated 
due  to  a  decrease  in  the  number  and  amount  of  FMS  cases  and  their  required  initial  cash 
deposits  .Arrearages  for  FY  1 995  were  S585.9I2  and  arrearages  for  TY  1994  were 
$402,895 


SOIRCE: 

FMS  Tmst  Fund  General  Ledger 
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Priocipai  StateroeDts_ _ 

DEFENSE  SECURITY 
ASSISTANCE  A  GENCY 

PART  II 

PRINCIPAL  STATEMENTS 

AND 

RELATED  NOTES 
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Principal  Statements 

DEFENSE  SECURITY 
ASSISTANCE  AGENCY 

PART  II 

A. 

PRINCIPAL  STATEMENTS 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Principal  Statements 

DepanroeDt/A^ncy:  Departmeot  of  Dofease 

Reporting  Entity:  Defense  Secuiit}  Assistance  Aeenc> 

Sutemcni  of  Finaocial  Position  (11X4116.11X4121,11X4122.11X8242) 

As  of  September  30. 1995 
(In  Thousands) 

1995 

1994 

ASSETS 

1.  ENTm  ASSETS 

a.  Transactions  With  Federal  (lntia-Go\’enunemaJ)  Entities; 

(1)  Fund  Balances  With  Trcasur)  (Note  2) 

$6.427J68 

S7.850.40() 

(a)  Funds  Collected 

$13.2,50.837 

$13,694,418 

(b)  Funds  Disbursed 

($14,440,311) 

($14,276,912) 

(c)  Funds  WiUiTrcasuf) 

$7,616,742 

$8,432,900 

(2)  Imestmems.  Net  (Note4) 

$() 

Sn 

(r^)  Accounts  Recci\able.  Net  (Note  5) 

S49.201 

$25,534 

(4)  Interest  Receivable 

Si) 

$<) 

( 5 )  Ad\  ances  and  Prcpavineni  s 

Si) 

So 

(f))  Other  Federal  (Imragov  emnicmal )  (Note  6) 

$1,487,195 

$i.?.'^9,|o4 

1  b  Twnsjiaions  With  Non-Fcdcral  (Gov  cmmcnialiEniiiics:  I 

( 1 ).  Investments  (Note  4} 

$0 

So 

(2)  Accounts  Receivable.  Net  (Note  5) 

$3,126,141 

$4.621.6.50 

(!>>  Credit  program  Receivables^'Relatcd 

$0 

So 

Foreclosed  Propem.  Net  (Note  'll 

$8,380,406 

$8,873,240 

(4)  Interest  Receivable.  Net 

$0 

$0 

(5)  Advances  and  Prepav-nicms 

$0 

$0 

((0  Other  Non«FedcraI  (Govcmmcmali  (Note  f>) 

So 

$0 

c  Cash  and  Other  Monciarv  Assets  (Note  ?) 

$7,794,198 

$(•.(.41.12* 

d  Imcniorv.  Net  (Note  8} 

$152.88.^ 

S2K6.449 

c  Work  In  Progress  (Sole  v>) 

So 

$0 

f  Operanng  Matcrials'supplies.  Net  (Note  HM 

$0 

$0 

g  Stockpile  Materials,  Net  (Note  1 1 ) 

SO 

$0 

h  Seized  Propertv  (Note  121 

So 

so 

1  Forfeited  Propenv.  Net  (Note  IM 

Stt 

$0 

j  Goods  Held  Under  Pnee  Suppon  and 

$0 

so 

1  SiabiIiz:ilion  Programs.  Net  (Note  14)  1 

k  Propenv .  Piaiii  and  Equipment.  Net  (Note  1 5 1 

So 

So 

1  Other  EntiTv  Assets 

SO 

So 

m.  TOTAL  ENTITY  ASSETS  “ 

$27,417,294 

$29,037,510 

2,  NON-ENim  ASSETS 

a  Transacuons  Wiili  Federal  (Iniragovcramental)  Emilies 

(1 ).  Fund  Balance  With  Treasury  (Note  2) 

$0 

So 

(2 )  Accounts  Receivable.  Net  (Note  5) 

$0 

$0 

(?)  Interest  Receivable.  Net 

SO 

SO 

(4 1  Oilier  (Note  6) 

so 

So 

b.  Transactions  With  Non-Fcderal  (Governmental)  Eniiucs  I 

( 1 )  Accounts  Receivable.  Net  (Note  5] 

Si) 

So 

(2 1  Interest  Receivable,  Net 

so 

So 

(?)  Other  (Note  6) 

so 

So 

c  C^l)  and  Other  Moneurv  Assets  (Note  ?) 

SO 

so 

d  Ollier  Noii-Emi(>  Assets 

so 

SO 

t.  TOTAL  NON-ENUTV  ASSETS  “ 

$0 

$0 

3.  TOTAL  ASSETS  55 

T^r  w»wMnvin«  »<Mr>  ,1.  u,  juftnl  .«n  * 

S27.417.294 

S29.637.510 
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Principal  Statements 

I>epartmest/Axeoc>:  DepanaestorpefeBte 

RqMitiat  Eatity:  Befcate  Sccaniy  AistfUDCt  A|:cocv 

Suteneat  oTFiiidcU}  ?otitioB  (nX4n6»11X412MlX4m«nXt242> 

As  of  Scptenber  30,  lf95 

(lo  Tbousasds) 


1995 

1994 

LUBILITIES 

4.  UABILITIES  COVERED  BY  BUDGETARY  RESOURCES: 
a  Transactions  With  Federal  (lmiago\tnoneoul)  Entities: 

(1)  Accounts  Pa>-abie 

$67,435 

$32,557 

(2).  interest  Pa>  able 

$0 

$0 

0)  Debt.(No(e  16) 

S4.281.3SS 

S4.198.581 

(4).  Other  Federal  (Intragoi'enunenta)) 

$1,733,393 

$1,593,757 

*  liabilities  (Note  17} 

b.  Transaaions  With  Non-Federai  (Go\*emnieatal}  Entities; 

<]}  Accounts  Pax  able 

$123,813 

$  126.09V 

(2).  Accrued  PaxToIl  and  Benefits 

ta)  SaUnes  and  Wages 

$0 

$t> 

(>)  Annual  Accnied  Leax e 

$() 

SO 

(c)  Sex  trance  Pax  and  Separation  Allowance 

$0 

O)  Inierest  Payable 

so 

$0 

(4).  Liabilities  For  Loan  Guarantees  (Note  7) 

$0 

So 

t5)  Lease  Liabilities  (Note  18) 

so 

So 

(6).  Pensions  and  Other  Actuarial  Liabilities  (Note  19) 

so 

S(» 

<7)  Other  Non-Federal  (Gov’emmcmal)  LiabUiUcs  (Note  17) 

$20,070,569 

S21.3 18.46V 

C.TOT.AL  LUBILITIES  CO\TRED  B^'  BUDGETARY' 

RESOURCES: 

$26,276,565 

S27.26V.4o.‘ 

5.  UABILITIES  NOT  COVERED  BY  BUDGETARY 

RESOURCES 

a  T ransaaioits  With  Federal  (Intiagoxenunental )  Entittes 

1 1 }  Accounts  Pax  able 

$t> 

St» 

(2)  Debt  (Note  16) 

$0 

$0 

(?)  Other  Federal  (IntragCAerntnemal)  Liabilities  (Note  17) 

$0 

SO 

b  Transactions  With  Non  Federal  Entities; 

(1)  Accounts  Payable 

Sti 

$o 

(2)  Debt  (Note  16) 

SO 

SO 

(>)  Lease  Liabilities  (Note  18) 

SO 

SO 

<4)  Pensions  and  Other  Actuarial  Liabilities  (Note  19) 

SO 

SO 

(5)  Other  Notv^ederal  (Goxtnunenul)  Liabilities  (Note  17) 

$(» 

SO 

C.TOTAL  UABILITIES  NOT  COVERED  BY 

SO 

SO 

BUDGETARY  RESOURCES: 


6.  TOTAL  UABOmES 

NET  POSITION  (Note  20) 

7.  BAL.ANCES: 

S26.276.565 

$27,269.40- 

a  UneNpended  Appropriations 

$11,149 

S433.072 

b.  loxasied  Capital 

Sl.129.580 

$1,934,975 

c  Curoulatix  e  Results  of  Operations 

SO 

SO 

d  Other 

$0 

$0 

e  Future  Funding  Requirements 

$0 

$0 

t  TOTAL  NET  POSITION 

SI. 140.729 

$2.,^68.tU7 

8.  TOTAL  UABDJTIES  AND  NET  POSITION 

54 

$27,417,294 

$29,637,510 

Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _  PriDcipal  StatemeDts 

Dcpanmcsi/Atcacy:  Departncoi  eTDefeaM 
RcportittcEscit?:  Mieasr  Scc«rit>  AniUMt  Afeoo 

Suiemeal  aT  Operations  «Bd  Cbaoscs  b  Net  Posiiioa  (11X4I16J  1X4131,11X4222.11X9:42) 
for  Period  Ended  September  30. 1995 
(la  Thousands) 

1995  1994 

REVENUES  AND  FIN  ANONC  SOURCES 


1.  Appropriated  Capiuf  Used 
2  Rn«wes  from  Sales  of  Goods  and  Services 
a  TotbePuUic 
b  Isiragovernmenul 
3.  bteresl  and  Penalues.  Non>FederaI 

4  Interes.  Federal 

5  Taxes  (Note  21) 

6  Other  Rneoues  and  Financing  Sources  (Note  23) 
7.  Less  Taxes  and  Receipts  Ttansferred  to  the 

Treasure  or  Other  Agencies 
t.  Total  Rr^eeues  and  Financbg  Sources 


(S379.U8) 

$306,827 

SO 

$680,380 

$31,533 

$0 

$597,195 

($936.3051 

$300.482 


$209.94(1 

$0 

$719,919 

$0 

$0 

$1,169 

(SSlSIfuti 

$150,962 


EXPENSES 

9  Program  or  Operating  Expenses  (Note  23) 

10  Cost  of  Goods  Sold  (Note  24 ) 
a  To  the  Public 

b  iniragoxenunenut 

1 1  Depreciation  and  Amonization 

13  Bad  Debts  and  Wnie-ofTs 
P  Interest 

a  Federal  Financing  Bank Treasur>  Borrowing 
b  Federal  Secuhues 
c  Ollier 

14  Ollier  Expenses  (Note  35 j 
15.  Total  Expenses 


$292.i»61 

$0 

SO 

$15,545 

$372,033 

$0 

$0 

_ $0^ 

$770,681 


Sl«8.8.<: 

$0 

$0 

$33.25- 

S368.983 

$(» 

SO 

_ $1^ 

S61S.210 


16  Excess  I  Shortage )  of  Rn  enues  and  Financing 
Sources  CKer  Toial  Expenses  Before  Exiraordinarx 
Items 

P  Plus  <  Minus)  E\iraordinar>  Items  (Note  36) 

18.  Excels  (Sborugr)  of  Reseeues  and 
Fioanctng  Sources  Oscr  Total  Expenses 


($470.199) 


19  Net  Position.  Beginning  Balance  as 
Pmiousiv  Stated 
26  Adjusunems  (Note  27) 

3 1  Net  Position.  Beginning  Balance  as  Resuted 

32  Excess  (Shoruge)  of  Rex^ues  and  Fmandng 
Sources  0\'er  Total  Expenses 

23  Plus  (Minus)  Non  Operating  Changes  (Note  28) 
34.  Net  PoMiion,  Ending  Balance 


$2,368,047 

($397.908) 

$1,970,139 

($470,199) 

($359jn) 

$1.140.729 


$7J09.090 

($4.150.3.56) 

$3.0.58.834 

(U67.248) 

($333.539) 

$2.36R.(U7 
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Principal  Statements 

Departncat/AreBcy:  OcpiruDeot  of  Defeosc 

ReporiiDc  Eotfty:  Defease  Securrij  AssisUace  AjeiKy 

Suiement  of  Fiamcul  Positkw  (11X411M1X412K11X4I22) 

As  of  Sepicmber  3(1, 1995 
(In  TkNJiniKls) 

1995 

1994 

ASSETS 

1.  ENTITY  ASSETS 

a  Tiansacuotis  With  Federal  flntra^Oovenuneiiia))  Entities. 

( 1 ).  Fwd  Balances  With  Treasuo  (Noic  2) 

$965,277 

$I.440.8-^J 

(a).  Ftmds  ColJecied 

$781,408 

$658.6.^8 

(b)  Funds  Disbursed 

($1,023,298) 

(S1.056.I37, 

(c).  Funds  With  Treasun 

$1,207,167 

$l,838.33ti 

(2).  bvesunents.  Net  (Note  4) 

$0 

yt 

Accounts  Recei\ablc.  Net  (Note  5) 

$49201 

$2.^5.534 

(4 )  Inierest  Recenablc 

Sn 

Si) 

(5 )  Advances  and  PrepavTOems 

$n 

S'l 

(6),  Other  Federal  (Imragovcminetrtal)  (Note  6) 

$1,487,195 

$1,339,104 

1  b  Transaatons  With  Non-Federal  (Gov emmeniallEntities.  1 

(11.  Investments  (Note  4) 

S(\ 

SO 

(2)  Accounts  Receivable.  Net  (Note  5) 

$587,966 

S5n3.R74 

(.^)  Credit  program  Recttvables-I^elated 

So 

SO 

Foreclosed  Propern.  Net  (Note  7) 

$8..38(i.4l)6 

$8.R"3.240 

(4)  Interest  Receivable.  Net 

St) 

So 

(5)  Advances  and  Prcpavinenis 

s<) 

$0 

(0)  Other  Non-Federal  (Cjovemmenul)  (Note  6i 

$0 

So 

c  Cash  and  Other  Moneiarv  Assets  (Note  !^l 

SO 

$0 

d  Imentorv.  Net  (NoieS) 

$152,885 

S2K6.449 

c  Work  In  Progress  (Note  9i 

$0 

SI) 

f  Operating  Maienals/supplies.  Net  (Note  H») 

SO 

So 

g.  Stockpile  Materials.  Net  (Note  1 1 1 

$0 

So 

h  Seized  Properrv  (Note  12) 

SO 

$0 

1  Forfeited  Propern.  Net  (Note  P) 

$0 

So 

j  Goods  Hdd  Under  Price  Support  and 

So 

So 

Subilizaiion  Programs.  Net  (Note  14)  I 

k  Propern.  Plant  and  Equipment.  Net  (Note  15) 

SO 

So 

1  Other  Entin  Assets 

SO 

So 

m.  TOTAL  ENTTn'  ASSETS 

$n,622.9.V) 

S12.469.032 

2.  NON-ENTITV  ASSETS 

a  Transacuons  With  Federal  (Intragowiunenul)  Emilies: 

( 1 )  Fund  Balance  With  Treasury  (Note  2) 

so 

So 

(2)  Accounts  Receivable.  Net  (Note  5) 

so 

So 

(3).  Imerest  Receivable.  Net 

SO 

So 

(4).  Other  (Note  6) 

so 

So 

b  Transactions  With  Non*Federal  (Govrmmental)  Entities;  I 

(1).  Accounts  Receiva*lc.  Net  (Note  5) 

so 

SO 

(21.  Interest  RcceKable.  Net 

$0 

Hi 

pj  Other  (Note  6) 

$tt 

y> 

c  Cash  and  Other  Mooeiarv  Assets  (Note  3) 

so 

so 

d  Other  Non>£nui>  Assets 

so 

so 

«.  TOTAL  NON-ENTITY  ASSETS 

so 

Hi 

3.  TOTAL  ASSETS  57 

SI  1.622.930 

$12,469,032 
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Principal  Statements  ____ 

ftcpaitBcat/AienKy: 

RepoftiasEsth);  IkfcM  Scaiiit>  AnbUMce  A|eeac> 
Suttmni  «r  rwasdil  PMitMMi  (11X4116,11X4121,11X4122) 
AsofScpteabcr  30, 1905 
(la  TImistftOtt) 


1995 

UABIUTIES 

A  UABIUTIES  COVERED  BY  BUDGETARY  RESOURCES: 
a.  Tfinsoctioos  Whh  Feden}  (Dniatovemniemi!)  Eotiues: 

(1).  Acoounu  Fi>ible 

S2,053 

S7.754 

(2).  Ittcftfi  Poydbte 

SO 

$0 

(3).  Dcbi,(Noie  16) 

f4J8L355 

$4,198,581 

(4).  OUkt  Fedeial  (littngovenusKiua]) 

SL733,393 

SL593.757 

*  LabUities  (Note  P) 

b.  Tnaactions  With  Noii-Fedenl  (GoiTnuDcmaJ)  Entities: 

(1).  Accounts  Fa>-ablc 

r,039 

SS.357 

(2)  Accnjed  Pa>Ton  and  Benefits 

(a).  Salaries  and  Wages 

SO 

$0 

(b).  Annua)  Accnied  Leavv 

SO 

$0 

(c).  Sev'eraoce  Pay  and  Sqttration  Allowance 

SO 

so 

(3).  lateicst  Pi>able 

SO 

$0 

(4).  Unities  For  Loan  Guanatees  (Note?) 

SO 

so 

(5).  Lease  Utilities  (Note  18) 

$0 

so 

(6)  Pcfisiotts  and  Other  Actuarial  Liabilities  (Note  19) 

$0 

so 

(?).  OUier  Non-Fcdeial  (Gov’emmenul)  Liabilities  (Note  1?) 

S4.458.36I 

S4.292.536 

C.TOTAL  UABILITIES  COVERED  BY  BUDGETARY 

RESOURCES: 

$10,482,201 

$10.|tKi.985 

5.  UABlLimS  NOT  COVERED  BY  BUDGETARY 
RESOURCES 

a.  Transactiofts  With  Fcder^  (Inuagov-enuDcmil)  Emilies: 


(1) .  Accounts  Patable 

SO 

S<i 

(2).  Debt  (Note  16) 

SO 

SO 

(3).  Oiber  Federal  (Intragov^erememal)  Liabilities  (Note  17) 
b.  Transactions  With  Non  Federal  Entities: 

so 

SO 

(1)  Accounts  Pa>able 

so 

SO 

<2)  Debt  (Note  16) 

so 

SO 

<3).  Lease  LiabUities  (Note  18) 

SO 

SO 

(4).  Pensions  atal  (3ther  Acnarial  Liabilities  (Note  19) 

so 

so 

<5).  Other  Non<Federal  ((knernmental)  Liabilities  (Note  17) 

so 

so 

cTOTAL  UARUJTIES  NOT  COVERED  BY 

BUDGETARY  RESOURCES; 

so 

so 

A  TOTAL  UABUJITES 

NETPOSmON  (N«le20) 

7.  BALANCES: 

SIO.482,20] 

$10,100,985 

a.  Unexpended  Appropriations 

sn.i49 

$433,072 

b.  Imastcd  Capital 

$1,129,580 

Sl.934.975 

c.  Ctunulame  Results  of  Operations 

S(» 

SO 

d  Other 

SO 

SO 

e  Future  Funding  Reqairtneius 

SO 

$0 

t  TOTAL  NET  POSITION 

$1,140,729 

S2,3«*.(«7 

1.  TOTAL  LIABILITIES  AND  NET  POSITION 

58 

SI  1.622.930 

$12,469,032 
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_ _ Principal  Statements 

Oepartmeat/AteticY:  Dcpaitmeoi  of  Defease 
Reporting  Emin:  Defease  Secarin  AttisUace  A|Eenc> 

Statemem  of  Operatioas  aad  ia  Net  Foshioa  (11X4116.1 1X4121.11X4122) 

for  Period  Ended  September  3(),  1995 
(In  TliousMd>) 

1995  J92i 

REVXNL'ES  AND  nNANCINC  SOimCES 

I  Appropriaied Capital  Used  (S379.14S)  SJS.IIK 

2.  Re\-caues  from  Sales  oTGoodsaiid  Sen-ices 

a  To  the  Public  $306.S2*7  S209.Wn 

b  Imta^oxeminental  SO  Sh 

5  ImcTcst  and  Penalucs.  Non«Federal  S6«0.?80  S719.y|y 

4  Interesi.  Federal  $31,533  S<i 

5  Taxes  iNoic  21)  $0  %t> 

u  Ollier  Rnenues  and  Financing  Sources  (Note  22)  $597.19.^  $].l(»y 

7  Less  Taxes  and  Receipts  Transferred  to  the 

Treason  or  Other  Agencies  ($95o.3n5i  ($k|s  iw 

8.  Total  Ret emies  aad  Fioancins  Sources  S3<kuR2  S15h.v<0 

EXPENSES 

9  Program  or  Opcraiing  Expenses  (Note  23)  $9I.O.<2  $38,118 

10  Cost  of  C3oods  Sold  (Note  24) 

a  To  the  Public  $292.iiol  $188,852 

b  Intragoxeriuncntal  $0 

11  Deprecumon  and -Amom^iion  $<t 

12  B^id  Debt >  and  Writ c^ofTs  $1.<545  $22.25* 

I  •  Interest 

a  Federal  Finaneing Bank Treasurx  Borroxxing  $3*2.o2.*  $3t»S.yX' 

b  Federal  Seeurincs  $0  So 

c  OUicr  $(i  j.„ 

14  Other  Ex-penses  (Note  25)  Si»  So 

15.  Total  Expenxo  $*?o.681 

1^'  Excess  ( Shortage )  ofRcxenucs  and  Financing 

Sources  Oxer  Total  Expenses  Before  Exuaordinarx  ($47ii.]99)  tS4«*.24Si 

items 

r  Pins  (Minu.^l  Extraordiinm  hems  (Note  2(»  $0  $i» 

18.  Excess  (Shuitage)  of  Rex  eoues  and  '  " 

Fioaaciag  Sources  Over  Tmal  Expeoses  ($4?o.|99)  (S46*.24K) 

19.  Net  Position.  Beginning  Balance  as 

Prexiouslx  Suied  $2.368.(U7  $7.2t»9.()Vi» 

20  Ad.tustmeni$(Notc27)  ($397.9tl8)  ($4.I50.:5(.i 

2 1  Net  Position.  Beginning  Balance  as  Resuted  $1,970,159  $.3,058,834 

22  Excess  (Sbonage)  of  Rex  enues  and  Financing 

Sources  Oxer  Toul  Expenses  ($470.  J 99)  ($46*.248 1 

23.  Plus  (Minus)  Non  Operating  Changes  (Note  28)  5359.211)  ($223.5'9) 

24.  Net  Pitsition.  Ending  Balance  $1.140.729  $2  .^nx  ri4* 


$3*2.02.* 

$0 

$0 

$0 


$3t.s.yx» 

so 

So 


$*70,681 

S(vi8.:ic 

($470,199) 

tS4..-.24Sr 

$0 

$'• 

($470,199) 

(S46*.24K) 

$2.368.(U7 

($397,908) 

$7,209,090 

($4.I50.:5(.i 

$1,970,159 

$3,058,834 

($470,199) 

5359.211) 

($46*.248) 

($223.5*9) 

SI. 140.729 

$2  . ‘68  04* 
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Dcpartmcoi/Asencv:  Dcpanoeot  of  Defeue 
Reporttnj!  Eoihv:  Dtfemo  Sccuritv  Assistaocc  A|^dc> 
Statetnem  of  Fmaocial  Posttion  (1 1X4]  ]6} 

Aft  of  Sopieober  30, 1995 
(In  TbuiiMind>) 


ASSETS 

1.  ENTITY  ASSETS 

a  Transaaions  With  Federal  aniia-Gov'enunenuI)  Emilies 
(1).  Fund  Balances  With  Treatun  (Note  2) 

(a)  Funds  CoUecied 

(b)  Funds  Disbursed 

(c)  Funds  With  Treasury 
(3)  Imesimniu.  Net  (Note  4) 

(3)  Accounts  Receivable.  Net  (Note  5) 

( 4 )  Ini  eresT  Receiv  able 

(5)  Advances  and  Prepavinems 

(6)  Other  Federal  (Imragovenimenia!)  (Note  6i 

b  Trajisacuom  \\  »ih  Non-Federal  (GovemnientallEniiues 
(i)  InvestmcmstNoiea) 

(3)  Accounts  Receivable.  Net  (Note  5i 
(")  Credit  program  ReceivablesTlclaied 
Foreclosed  Propern.  Net  (Note  ■?) 
i4t  hiicresi  Receivable.  Net 
1 5 )  Adv  ances  and  Prepavmenis 
(6)  Other  Non-Federal  (Govemntenial)  (Note  6) 
c  Cash  and  Other  Moneiarv  Assets  (Note 
d  Imctitorv.  Net  (Note  b) 
e  X^ork  III  Progress  (Note  9) 
f  Operating  Maicrials'supplics,  Kci  (Note  Ittj 
g  Stockpile  MaieriHis.  Net  (Note  1 1 ) 
h  Seized  Propern  (Note  12) 

I  Forfeiied  Propern.  Net  (Note  1?) 

Goods  Held  Under  Price  Suppon  and 
Siabihzaiion  Programs.  Net  (Note  14) 
k  Propern.  Plant  and  Equipment.  Net  (Note  15) 

J.  Other  Emm  Assets 
m.  TOTAL  ENTITY  ASSETS 


$4S3.9$S 

S24S.453 

(S159,873) 

S368.408 


S65().4ltg 
S275.WM) 
(5179.288 1 
$554.1 1% 


2.  NON-ENTIT\  ASSETS 

a  Transactions  With  Federal  (Intragovemmcnul)  Entities 
( I )  Fund  Balance  With  Treasurv  (Note  2) 

(3 )  Accounts  Receivable.  Net  (Note  5) 

(3)  interest  Receivable.  Net 

(4)  Other  (Note  6) 

b.  Transacuons  With  Non-Federal.  ((3o\-emroenul)  Emilies 

(1)  Accounts  Receivable.  Net  (Note  5) 

(2)  Interest  Receivable.  Net 
(.3)  Other  (Note  6) 

c  Cash  and  Other  Monoarv  Assets  (Note  3) 
d  Other  NoD>Entir\  Assets 
t  TOTAL  NON-ENTITV  ASSETS 


3.  TOTAL  ASSETS 
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Priocipal  Statements  _____ 

Pcparf  Mt/Ayc?-:  HcpamMsi  •rMnsc 
Rcportin  Eafity:  Itefcaae  Sccarity  Astbusce  Aiteao' 

Stttcaeat  arFiuftcUl  Mcim  (11X41 U) 

AsoTSt^berJO,  1995 
(la  TbtMuaads) 

UABnJTIES 

4.  UABIUTIES  COVERED  lYBVl>G£TARYUSOlJRCES: 
a.  Tmnaiom  Wiih  Fcden]  (Intntovtranieiial)  Eatitie; 

(1) .  Acooams  Pliable 

(2) .  latots  Pa}^b)e 

(3) .  DebcCNoie  J6) 

(4^  Other  FcdenI  (lotxafovtnuaentti) 

Uabilities  (Note  17) 

b  Tra&saoioDS  With  NoiP^edenS(Go\TnQDe]ital)  Emilies: 

(1) .  Acooums  Pax-abie 

(2) .  Accrued  Pa>70ll  and  Benefiu 

(a) .  Salaries  aod  Wa^ 

(b) .  Annual  Accrued 

(c)  Se\'erance  Pa>  and  Separation  Allowance 

(3) .  lateresi  Pa>able 

<41.  Liabilities  For  Loan  Guaraniees  (Note?) 

(5).  Lease  Liabilities  (Note  IS) 

<61.  Pensions  and  Other  Actuarial  Liabilities  (Note  19) 

(7).  Other  Non-Federal  (Go\onunemal)  Liabilities  (Note  17) 
C.TOTAL  LUBltrmS  CONXRED  BY  BUDGETARY 
RESOURCES: 


5.  UABIUTIES  NOT  COVERED  BY  BUDGETARY 
RESOURCES 

a  Transactions  With  Federal  (ImragotaniBiemal)  Entities; 

(1)  Accounts  Pa>able 

(2)  Debt  (Note  16) 

(3) .  Other  Federal  (Iniragot  enupcntal)  Liabilities  (Note  17) 
b  Transactions  With  N<m  Federal  Emiues' 

(1)  Accounts  Pa>able 

(2)  Debt  (Note  16) 

(3)  Lease  Ltabiltiies  (Note  IS) 

(4) .  PeasionsandOther  AcnarialLi9biIiues(Noie  19) 

(5) .  Other  Non^Federal  (Cjovtnanema!)  LiabUittes  (Note  17) 
C.TOTAL  UABaXTIES  NOT  COVERED  BY 

BUDGETARY  RESOURCES: 

4.  TOTAL  UABIUT1ES 

NETPOSmON  (VtoieSO) 

7.  BALANCES: 

a.  Unexpended  Appropriations 

b.  Imtsied  Capital 

c  CuinuJamT  Results  of  Operations 

d.  Other 

e.  Future  Fuadini  Requirements 
t  TOTAL  NET  POSITION 

t.  TOTAL  LlABOiTlES  AND  NET  POSITION 


$0 

5(1 

5134.074 

515S.391 

5522.000 

5804.0(K) 

5522.0<X» 

5K04.(KK1 

5656.074 

5962.391 

Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Depanment/Afeocy:  Departmeot  of  Defease 
ReponinK  Eotity:  Defease  Security  Assisuace  A^ncy 
Suferaeni  of  Operatioas  aod  Cbaoces  ia  Net  Positioa  (11X41 U) 
for  Perind  Eaded  September  30, 1995 
(In  Thouuuld^) 

KEXTNtXS  AND  HNANCING  SOURCES 

1  Appropnaied  Capital  Used 

2  Rev  enucs  Sales  of  Goods  and  Services 
a  To  !l)e  Public 

b  intragovemmenial 

3  imeresi  and  Penalties.  Non*Federal 

4  Interest.  Federal 

5  Taxes  (Note  21) 

6,  Oilier  Revenues  and  Financing  Sources  (Note  22) 

7.  Less:  Taxes  and  Receipts  Transferred  to  the 
Treasurv  or  Other  Agencies 

S.  Total  Revenues  and  Financing  Sources 


Principal  Statements 


EXPENSES 

9  Program  or  Operating  Expenses  (Note  2?) 

Ill  Cosi  of  Goods  Sold  (Note  24) 

A  To  the  Public 
b  liuracovemmenio) 

1 1  Pepreciaiioii  and  Ajiioruzaiion 

12  Bad  Dcbt.x  and  Write-offs 
1 '  Intcresi 

a  Federal  Financing  BankTreasury  Borrovung 
b  Federal  Secunties 
c  Other 

14  Other  Expenses  (Note  25 » 

15.  Total  Eipen.srs 


l«'  Excess  iSlionacel  of  Revenues  and  Financing 
Sources  Ov  er  Total  Expenses  Before  Extraordwirv 
Items 

n  Plus  (Minus)  Exiraordinarv  Items  (Note  26) 

18.  Excess  (Sboriase)  of  RrvcDues  and 
Financing  Sources  Over  Total  Expenses 


19  Nei  Position.  Beginning  Balance  as 
pTcv  ioush  Suied 
2(1  Adjustments  (Note  27) 

2 1  Net  Position.  Beginning  Balance  as  Resuied 

22  Excess  (Shortage )  of  Revenues  and  Financing 
Sources  Over  Toul  Expenses 

2.'  Plus  (Minus)  Non  Operating  Changes  (Note  28) 
24.  Net  PosiiMn.  Ending  Balance 


$0 

(S282.0(K» 

$522.(Kmi 


$11 

($266.(10(1) 

$Ku4.(Mn» 
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Principal  Statements 


Appendix  A.  Disclaimer  of  Opinion  and  financial  Statements  Audited 


DcpartmcDt/AseiiC} ;  DcpariiDeiil  of  Defease 
Reporting  Defense  SecarHx  Assistaace  Ageocs 

Sutemeni  of  Fiiuncial  Positioa  (]1X4I2]) 

As  of  September  30, 1995 
(in  TJsousaads) 

ASSETS 

1.  ESTirV  ASSETS 

a  Transactions  With  Federal  (Imra-GosenuncniaJl  Emilies: 
U)  Fund  Balances  With  Treasuo  (Note  2) 

(a)  Funds  Ct^leaed 

(b)  Funds  Disbursed 

(c)  Funds  WiihTreasur> 

(3)  Imestmems.  Nci  (Noic  4) 

(5)  Accounts  Recei\ablc.  Net  (Note  5) 

(4)  Jmerest  Receivable 

( 5 )  Ad\  ances  and  Prepav*racnts 

16)  Other  Federal  limragovcmmenial)  (Note  6) 
b  Transaaions  With  Non-Federal  (GovernmcmaDEmiiics 
(I)  Imesiinenis  (Note  4) 

(3 )  Accounts  Rcceiv  able.  Net  (Note  5) 

O)  Credit  program  ReceivabiesHelaied 

Foreclosed  Propenv .  Net  (Note  7) 

(4 )  Interest  Receivable.  Net 

( 5 )  Adv  ances  and  Riepa> mems 

(6 1  Other  .Non-Federal  (Governmental)  (Note  0) 
c  Cash  and  Other  Monetarv  Assets  (Note  ?) 
d  lmenior\.  Net  (Note  8) 
e  Work  In  Progress  (Note  vj 
f  OpcTJini^  Maierials^pplres.  Net  (Note  Hi) 
g  Stockpile  Maienals.  Net  (Note  J  J } 
h  Seized  Propern  (Note  12) 

I  Forfeited  Propcin.  Net  (Note  i') 

J  Goods  Held  Under  Price  Support  and 
Stabilization  Programs.  N'ci  (Note  14) 
k  Piopcnv.  Plant  and  Equipment.  Net  (Note  1.^) 

!  Other  Em«>  Assets 
B.  TOTAL  ENTm  ASSETS 

2.  NON-ENTITV  ASSETS 

a  Transactions  With  Federal  (Intragovenunenial)  Eniiues 
( 1 1  Fund  Balance  With  Treasun  (Note  2 1 
(2)  Accounts  Receivable.  Net  (Note  5) 

(?)  Interest  Recehable.  Net 
(4)  Oiher(Noic6) 

b.  Transactions  With  Non-Federal  (Covemmenial)  Entities 

( 1 )  Accounts  ReceivaMe.  Net  (Note  5) 

(2)  Interest  Receivable.  Net 
<?)  Ollier  (Note  6) 

c  Cash  and  Other  Monetarv  Assets  (Note  3) 
d  Other  Noii-Eniit>  .Assets 

c.  TOTAL  NON-ENTin'  ASSETS 


Principal  Statements 


1995  1994 


$11,103 

$442,257 

($494,582) 

$63,428 


$578.01 1 
$7,911,357 


$43?.o2(. 
S332.37: 
($545.4111 » 
$646,055 


S4*i‘y.*2‘ 

sK.or.ip 


S8.5t>  1.071  _ S9..V*^9.K<.: 


S" 


$9.559.862 


3.  TOTAL  ASSETS 


>»r 


65 


$8..^01.071 
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Principal  Statements 

Dcp«rttMit/Afeiic>^  Dc^artMi  •rncfowe  " 
MontScoirh)  AMiitaMcA|!fiit> 

ScMeacBi  cT  r»aKi«I  fn^krn  <11X4121) 
AsorScptesber30.19^ 

<b  Tkoitsaitfs) 

UABtums 

4.  LUniUTlES  COVERED  IV  DUDGETARY  RESOURCES: 
a  TnnsacboBs  With  Mesal  (lauasovenimeau])  Emilies: 

0).  Aoooums  Payable 
(2)  Imeresi  Pa>able 
O).  Dd)t.(Noie  16) 

(4)  Other  Federal  Omratovaniiiieittal) 

*  LiabiliuesObce  17) 

b.  Tiaasactioiis  Wiih  NocKFedexal  (Govemmemal)  EmiUes: 

(1) .  Accounts  Fa>  able 

(2)  Accnied  Pa>Toll  and  Benefits 

(a)  SaJanes  and  Wages 

(b)  Annual  Accnied  Leave 

<c)  Severance  Fa>  and  Separation  Allowance 
(.')  Jmetesi  Pavable 

(4)  Liabilities  For  Loan  Guarantees  (Note?) 

(5)  Lease  Luriiilities  (Note  IS) 

(6)  Pensiotis  and  Other  Actuarial  Liabilities  (Note  19) 

(7) .  Other  Non-Fedcral  (GovcnunemaJ)  Liabilities  (Note  17) 
cTOTAL  LIABILITIES  COVERED  BY  BUDGETARY 

RESOURCES; 

5.  LLABIUTIES  NOT  COVERED  BY  BUDGETARY 

RESOURCES 

a  Transactions  With  Federal  (Iniragovwiuncntal)  Entities 

(1)  Accounts  Pav able 
12)  Debt  (Note  16) 

t  *)  Other  Federal  (Intragtnenmienul)  Liabilities  (Note  J7) 
b  Transactions  With  Non  Federal  Emilies 
<1)  Accounts  Pa>  able 

(2)  Debt  (Note  16) 

t?)  Lease  Liabilities  (Note  IS) 

<4)  Pensions  and  Other  Actuarial  Li^iliiies  (Note  19) 

(5).  Other  Non-Fedcral  {Governmental)  LiabUiiies  (Note  17) 
C.TOTAL  UABOmES  NOT  COVERED  BY 
BUDGETARY  RESOURCES: 

6.  TOTAL  UABIUTXES 

NET  POSITION  (Note  20) 

7.  BALANCES: 

a.  UncNpended  Appropriations 
b  Imesied  Capita) 
c  CumulativeResuhsofOperarions 
d  Other 

e  Future  Funding  Roquiremems 
I.  TOTAL  NET  POSITION 

R  TOTAL  LIABILITIES  AND  NET  POSITION 


S3A93.027 

$55.9S2 


$3,785,414 

S6ri.l91 


S4.3??.379 


SO 

$0 

r.tS2.38S 

r,995.S61 

$11,103 

S607..SSt) 


S433.026 

$1,130,975 


125 
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l>epnrtmefit;A8eoc>:  Hepartmenf  of  Ddase 
Reporting  Entity:  Defenic^  Sccnnt>  Assisusce  Apenc> 
Suteneot  of  Opentioos  and  Cbanpes  in  Net  Poshioo  (11X4121) 
for  Period  Ended  September  3(i.  1995 
(in  Tbouiands) 

RE^'E^DES  AND  nSANCING  SOURCES 

1 .  Appropriated  Capital  Used 
2  Re\  eiiucs  from  Sales  of  Goods  and  Services 
a.  To  the  Public 
b  intragovemmental 
?  interest  and  Penalties.  Non-Federal 
4  Jnietesr.  Federal 
5.  Taxes  (Mote  211 

ft  Ocbei  Rev  cnees  and  Financing  Sources  (Note  22 ) 

7  Less  Taxes  and  Receipts  Transferred  lo  the 
Trensurv  or  Other  Agencies 
•.  Total  Revenues  and  Financing  Sources 

EXPENSES 

V  Program  or  Operaung  Expenses  (Note  2?) 

M»  Cost  of  Goods  Sold  (Note  24) 
a  To  the  Public 
b  Intragovemmental 

1 1  Depreciation  and  Amoruzation 

12  Bad  Debts  and  Write-offs 
1 «  Inicrcsi 

a  Federal  Fmancing  Bank Trcasnrv  Borroumg 
b  Federal  Securities 
c  Oher 

|4  Other  Expenses  (Note  25) 

15.  Total  Ex|KrttMrs 

Jn  Excess  (Shonago  of  Rcxcnucs  and  Financing 
Sources  Over  Total  Expenses  Before  Extiaordinarv 
Items 

1“  Plus  (Mums)  Exiraordinarv  Items  (Note  26) 

18.  Excew  (Shortage)  of  Revenues  and 
Financing  Sources  Over  Total  Espeom 

19  Net  Position.  Beginning  Balance  as 
Previouslv  Staled 
2tt.  Adjusunents  (Note  27) 

2 1  Net  Position.  Beginning  Balance  as  Resuted 

22  Excess  (Shortage)  of  Revenues  and  Financing 
Sources  Oxer  Total  Expenses 

2?  Plus  (Minus)  Non  Operating  Changes  (Note  28) 

24.  Net  Position.  Endiag  Balance 


Principal  Statements 


((431.922) 


{S9t6.?<t5) 

(Sin5..t67) 


$1,564,001 

($597.908) 

$1,166.09.5 

($470,199) 

($77.211) 

$618,685 


($X18.lK4i 

tS125.“rM 


(S47(|JVV)  (S4(.*:4X) 


$6.159.(a4 

($4.150.250) 

$1.988.7KX 

($46^248) 

$42.461 

$1,564,0(11 
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Principal  Statements 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


^parim«irt/Ajeiicy:  Dtpartmeat  of  Defenw 
Report!  DJI  £otity:  Defease  Scciirit)  Atsistaoce  Afeao 
Sutement  of  Fioancial  Position  (J 1X4122) 

A>  of  September  3(».  1995 
(!■  Tbousandy) 


Principal  Statements 


ASSETS 

I,  ENTITY  ASSETS 

a  Transactions  With  Federal  (imra*Go\'emmeiua))  Entiiies: 

(1 )  Fund  Balances  With  Treasux>  (N<mc  2) 

(a).  Funds  Collected 

(bl.  Funds  DislHirsed 
Cci.  Funds  With  Treasui> 

(2)  Irncstniems,  Net  OJoie  4) 

( ? )  Accounts  Recchable.  Net  (Note  5 ) 

(4)  interest  Receivable 

(5) .  Ad\ances  and  Prcpa>-inenis 

<<>)  Other  Federal  {Inua^cnenunenull  (Note  6) 
b  T nuisaciions  With  Non-FedcraJ  (Go\  emnientaliEntiiies 
(h  Jmestmems  (Notc4) 

12)  Accounts  ReccKable.  Net  (Note  5) 
t.')  Credit  program  Recci\ab)c$/Relaied 
Foreclosed  Propem.  Net  (Note  7j 
(4)  Interest  Receivable.  Net 
t5t  Advances  and  Prcpavmenis 
(<*)  Other  Non-Fcderal  (Govcnimcntal)  (Note  6) 
c  Cash  and  Oilier  Monetarv  Assets  (Note  ? ) 
d  Imetiiorv,  Net  (Note  8) 
e  Work  It)  Progress  (Note  9) 
f  Opcraiiiig  Maienali'supphcs.  Nci  (Note  10) 

%  Stockpile  Maicnals.  Net  (Note  J I ) 
h  Seiaed  Propern  (Note  12) 

)  Forfeited  Propern.  Net  (Note  I?) 

}  Goods  Held  Under  Price  Support  and 
Subihaaiion  Programs.  Net  (Note  14) 
k  Propem.  Phini  and  Equipment.  Net  (Note  15) 

1  Other  Eiu»t>  .Assets 
«.  TOTAL  ENTITY  ASSETS 

2.  NON  ENTm  ASSETS 

a  Transactions  With  Federal  (Intragmenmienial)  Emuies; 

( 1 )  Fund  Balance  W^ith  Treasuiv  (Note  2) 

(2)  Accounts  Racenabie.  Net  (Note  S) 

(.‘1)  Interest  Receivable.  Net 

<4),  Ollier  (Note  6)  . 

b  Transactions  With  Non-Federal  (Govemmenul)  Entities; 

1 1 ).  Accounts  Recervable.  Net  (Note  5) 

(2).  Interest  Receivable.  Net 
(.')  Other  (Note  6) 

c  Cash  and  Other  Monetarv  Assets  (Note  .^) 
d  Other  NoivEntin  Assets 
e.  total  NON-ENTITY  ASSETS 


S500.1S6 

S93.698 

(S368.84?) 

$775,531 


$357,.^97 

S50.66f< 

($3.31.448) 

$6.38.179 


$1.3.39J(U 


3.  TOTAL  ASSETS 
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Priocipal  Statements  _ 

DcpiftMM/Acescv;  llcp«itacat«rMcMe 

:  Mcaie  Scairit>  Aaiitttce  Afieso 
Suiemeat  oTFiauctit  FMitioa  (11X4122) 

At  of  Scpttttber  20,1995 
(la  TXwuiMds) 

UABILITIES 

4.  UABIUTXES  COVXRED  BV  BUDGETARY  RESOURCES: 

a.  TtaoactioQS  With  Feden]  (InuifovenmieBUJ)  Eotiiies; 

(1) .  AOODII1M5 

(2) .  IntacsiPn^ 

<3).  DobL(Noie  16) 

(4) .  Other  Federal  (iBtnsovenimeatt)) 

'  Li^iliues  (Note  17) 

b.  TiansKiions  With  Ntm-Federal  ((jO^'CTBinenul) 

(1) .  Accounts  Pi>able 

(2) .  Accrued  P*>TOlI  and  Benefits 

(a)  Salaries  and  Wages 

(b)  Annual  Accrued  Lone 

(c)  Severance  Pa>  and  Separation  AlIovAance 
<3)  interest  Pavable 

<4).  Lubihttes  For  Loan  Guarantees  (Note  7) 

(5)  Lease  Liabilities  (Note  IS) 

(6) .  Pensions  amd  Other  Actuarial  Liabilities  (Note  19) 

(7) .  Other  Noit-Federal  ((jovemntemaJ)  Liabiliiies  (Note  17) 
e.TOTAL  UABtUTlES  COVERED  BV  BUDGETARY 

RESOURCES: 

5.  UABiUTIES  NOT  COXTRED  BV  BUDGETARY 

RESOURCES 

a  Transactions  With  Federal  (Imragovemmenial)  Entities 
(I)  Accounts Pa> able 
(21  Debt  (Note  16) 

(3 1  Other  Federal  (IniTagovemmeataJ)  liabilities  (Note  1 7 ) 
b  Transaoions  With  Non  Federal  Entities; 

(1)  Accounts  Pavable 
(2t  Debt  (Nbie  !6) 

(3)  Lease  Liabilities  (Note  IS) 

(41.  Pensioiis  and  Other  Actuarial  Liabilities  (Note  19) 

(5).  Other  Noft-Federal  (Govenanemal)  Unities  (Note  17) 
cTOTAL  UABQJnES  NOT  COVERED  BY 
BUDGETARY  RESOURCES: 

«.  TOTAL  LIABILITIES 

NET  POSITION  (NMe  20) 

7.  BALANCES: 

a  Unexpended  Appropriations 
b.  Inv-esud  Capital 
c  Cumulath  e  Results  of  Operations 
d.  Other 

t.  Future  Funding  Requirements 
r.  TOTAL  NET  POSITION 

1.  TOTAL  UABIUTIES  AND  NET  POSITION 

70 


1995  1994 


$7WJ20  $413,167 

$1,677,411  $1,533,566 


$2,465.7^9 

$  1  . 946.-- 3 

SO 

$0 

S2.465.739 

$1,946.73.3 

$46 

$46 

$46 

Ub 

$2,465,785 

$1,946,779 
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DepartBeot/Asency:  DcpartoieBt  of  Defense 
ReiKintB::  Eafit\:  Defense  Security  Astistioce  Acetic} 

Staicineni  of  Operations  and  Cbaates  id  Kef  Position  (11X4122) 
for  Period  Ended  September  J  W5 

(In  ThOttsand>) 


Principal  Statements 


RE\XMES  AND  nSANClNC  SOURCES 

1  Appropriated  Capital  Used 

2  Rexenues  from  Sales  of  Goods  and  Ser\  ices 
a  To  the  Public 

b  Intragoxenuneiita! 

Interest  and  Penalues.  Non-Federa! 

4  Interest.  Federal 

5  Taxes  (Note  21) 

f>  Other  Rex  enues  and  Financing  Sources  (Note  22 ) 
*  Less  Taxes  and  Receipts  Transferred  to  the 
Trciisurx  or  Other  Agencies 
$.  Total  Rexenues  and  Financing  Sources 

EXPENSES 

u  Program  or  Operating  Expenses  (Note  2.') 

H>  Cost  of  Goods  Sold  (Note  24) 
a  To  liw  Public 
b  IniMgoxernmcmn) 

1 1  Depreciiition  and  Amomzation 

12  B;id  Dcbiy  and  U  ntc-t  fi> 

1 '  Interest 

a  FcdeTnl  Financing  BnnkTreasurx  Bonoxxinc 
b  Federal  Secuniics 
c  Ollier 

14  Other  Expenses  (Note  25) 

15,  T«al  EapenMTx 

Excess  (Shortage)  of  Rex  enucs  and  Fuiancing 
Sources  Oxer  Total  Expenses  Before  Exiraordiiuirx 
hems 

r  Plii-^  (Minus)  Exiraordiiwrx  Items  (Note  2#>) 
lb.  E&rrsx  (Sbiinage)  of  Rnenues  and 
Financing  Sources  Oxer  Total  Expenses 

JV  Net  Position.  Beginning  Balance  as 
Prcxiouslx  Stated 
2u  Ad;usunenis  (Note  2?) 

2 1  Net  Position.  Beginning  Balance  as  Restated 

22  Excess  (Shonage)  of  Rex  enucs  and  Financing 
Sources  Over  Total  Expenses 

2!^  Plus  (Minus)  Non  Operating  Changes  (Note  28) 
24.  Net  Positkin.  Ending  Balance 


130 
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Priocipal  Statements 
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Dcpaomeal/Atencv;  DcpirtiaeBt  of  Ikfeesc 
Reportiaj  Eatit>:  Defense  Secarin  Asslntnce  Atencj 
Staiemeiit  of  Fiotneia)  Position  (1 1X8242) 

As  of  September  JO,  1995 
(In  Tli(Nisands) 

ASSETS 

1.  ENTin- ASSETS 

a  Traiwaciitms  With  Federal  (Imra-Gov’emmcnuJ)  Entities 

( 1 )  Fund  Balances  With  Treasun  (Note  2) 

(al  Funds  Coll  ecied 

(b)  Funds  Di^ursed 

(c) .  Funds  With  Tieasun 

(2)  Inxesinients.  Net  (Note  4) 

(?).  Accounts  Rccen-able.  Net  (Note  5) 

14)  Interest  Receivable 
(5 )  Ad\  ancts  and  Prepavnienis 
<6)  Ober  Federal  ilmragONenunemal)  (Note  6) 
b  Transactions  With  Non-Fcdcral  (GovemnientahEmnics 

( 1 )  lin  esiineiiis  (Note  4 1 

(2 )  Accounts  ReccKabJe.  Net  (Note  5) 

I?)  Credit  program Recenables^elatcd 

Foreclosed  Pfopcn\ .  Net  (Note  7) 

<4 1  Interest  Reccnabic.  Net 
(5)  Ad>ancc$  and  Prcpav  nienis 
16)  Otiicr  Non-FederaJ  (Go\  emmemn) )  (Note  6 ) 
c  Cas!)  and  Other  Monetary  Assets  (Note  ') 
d  Jmcitton.  Nci  (Note  8i 
e  Work  In  Progress  (Note  9) 
f  Opcratine  Mnlenals  stipphes.  Net  (Note  in) 
g  Stockpile  MjienaJs.  Net  iNoie  lli 
h  Seized  Propers  tNoic  12 ) 

I  Forfeited  Pfopem.  Net  (Noie  ir^) 

)  Goods  Held  L'nder  Price  Suppon  and 
Shtbilizaiion  Progranu.  Net  (Note  14) 
k  Propcn>.  Plant  and  Equipment.  Net  (Note  15) 

I  Oilier  Ent in  Assets 
m.  TOTAL  ENTITY  ASSETS 

2.  NOX-ENTm*  ASSETS 

a  Tnansaaions  With  Federal  (Intragovemniental)  Entities; 

<  I )  Fund  Balance  With  Treasur>  (Mote  2) 

(2)  Accounts  Recei\abie.  Net  (Note  5) 

(?)  Interest  Receuablc.  Net 
14)  Other  (Note  6) 

b.  Transactions  With  Non*Federa]  (Gov'cnunental)  Entities 

( 1 ) .  Accounts  Receixablc.  Net  (Note  5) 

(2)  Inieresi  Recei\abJe.  Net 
(.?)  01)er(Note6) 

c  Casli  and  Oilier  Moncian  Assets  (Note  3) 
d  Other  Non-Emm  Assets 

c.  TOTAL  NON-ENim  ASSETS 

J.  TOTAL  ASSETS 


7.3 
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J92S  1994 


$5,461,991 

$12,469,429 

($13,417.01.3) 

$6,409,575 


$6.4ti9.575 

$1.3.035.7811 

($1.3.220.77.^ 

$6,594.5711 


$2..V>8.I75  $4.ir.-“n 


$7,794,198  $6.(41.12' 


SI  5.794. 3M  $r.ltt8.47K 


Sti  “ 

Sf 

$15,794  364 

$)M68.4*‘K 
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DcputMi/AfcK};  PcpariMttrncfeBK 

nctowSecaritSTAniiUKtAcncy 
SuteiDCM  «r  FiaiDcta!  FftiiCiM  (t]Xt242) 

As  or  SeptCMbcr  30, 1995 
OmThomaMds) 


UABIUTtES 

4.  UABQJTIES  COVERED  BY  BUDGETARY  RESOURCES: 
«.  Tnnsactioos  With  Federal  (Imn^ovenuaeoul)  Eatiiies; 

(1)  Aeoouau  Pa}'ahlc 
(21  Imam  Faxable 

(3) .  DebL(No<e  16) 

<4).  Other  Federal  (Inira^owniinexual) 

'  Liabilities  (Note  17) 

b  Transactions  With  Noo^ederal  (Garcmnentat)  Emilies; 

(1) .  Accounts  Payable 

(2)  Accrued  Fa>ToI]  and  Benefits 

(a)  Salaries  and  Wa^es 

(b) .  Annual  Accrued  tca^e 

(c) .  Severance  Pav  and  Separation  Allowance 
(?).  Interest  Pavable 

(4)  Liabilities  For  Loan  Cuaraniees  (Note  7) 

(5)  Lease  Liabiliues  (Note  18) 

(6)  Pensions  and  Other  Actuarial  Liabilities  (Note  19) 

(7) .  Other  Non*Federa]  (Gov  eranvental)  Liabilities  (Note  17) 
CTOTAL  LIABILITIES  COVERED  B^'  BUDGETARY 

RESOURCES: 


S17.025.9:>.^ 


5.  LIABILITIES  NOT  COVERED  BV  BUDGETARY 

RESOURCES 

a  Transactions  With  Federal  (Imragovemmenia])  Entities: 

(1)  .  Accounts  Pavable 

(2)  Debt  (Note  16) 

(.«}.  Other  Federal  (Iniraiovcmmemal)  Li^lities  (Note  17) 
b.  Transactious  With  Non  Federal  Entities: 

(1)  Accounts  Pavable 

(2)  Debi  (Note  16) 

(3) .  Lease  Liabilities  (Note  18} 

(4) .  Pensions  and  Other  Actuarial  LiabtUiies  (Note  19) 

(5)  Other  Non^ederal  (Govenmieiua])  Liabilities  (Note  17) 
C.TOTAL  LlABDUnES  NOT  COVERED  BY 

BUDGETARY  RESOURCES: 

6.  TOTAL  UABOJTIES 

NET  POSITION  (Note  20) 

7.  BALANCES: 

a.  Unexpended  Appropriations 

b.  lm*e^  Capital 

c.  Cumulative  Results  of  Operations 
d  Other 

c  Foiure  Funding  Requirements 
f.  TOTAL  NET  rOSmON 


S15.794.3^ 


a  TOTAL  UABXUTIES  AND  NET  POSITION 


SI  7. 168.478 
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Depunmcot/A^no :  Dcpanrecot  of  Defease 
Repnnioc  Entity:  Defense  Securii>  Astisuace  Aeeac> 
Siaiemcnt  of  Opentiofik  and  Chtotes  in  Net  Position  {11X8242) 
for  Period  Ended  Septemher  3(i,  1995 
(In  Tliousands) 
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REXXNUES  AND  FINANCING  SOURCES 

1  Appropnaied  Capita)  Used 

2  Re\  enues  from  Sales  of  Goods  and  Senices 
a  To  the  Public 

b  Intraiiovenimental 
?  Intcresj  and  Peiialucs.  Non-Federal 

4  Ifuerest.  Federal 

5  Taxes  (Note  21 ) 

t>  Other  Re>  eiiucs  and  Fiiiancmf  Sources  (Note  22 ) 
7  Less  Taxes  and  Receipts  Transferred  to  the 
Treason  or  Other  Agencies 
8.  Total  Revenues  and  Financins  Sources 

EXPENSES 

9  Program  or  Opcraimp  Expenses  {Note  2.') 

If  Cost  of  Goods  Sold  (Note  24) 
j  To  the  Public 
b  Iniraecxenmicntal 

1 1  Depreciation  and  Amonization 

12  Bad  Debts  and  vv  nic-offs 
I  ‘  Interest 

a  Federal  Fimincing  Bank  Treasury  Bonoutng 
b  Federal  Securities 
c  Other 

14  Other  Expenses  1  Note  25) 

J5.  Tuial  Ex)»enM*> 

If  Excess tShonage) ofRoenuesand  Financing 
Sources  Ox  er  Total  Expenses  Before  Exiraordinarv 
Items 

1  “  Plus  { Minus )  E.xiraordxnarx  hems  ("Note  26) 

18.  Excess  (Shnnage)  of  Rexenues  and 
Finaocinj:  Sources  Oxer  Toul  Expenses 


19  Net  Position.  Beginning  Balance  as 
Ptcx  iousIx  Suied 
2(»  Adjustments  (Note  27) 

2 )  Net  Position.  Beginning  Balance  as  Restated 
22  Excess  (Shortage)  ofRexenues  and  Financing 
Sources  Ov  er  Total  Expenses 
2  •  Plus  (Minus)  Non  Operating  Changes  (Note  28) 
24.  Net  Position.  Endiag  Balance 
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Footnotes 


Defense  Security  Assistance  Agency 
Footnotes  to  the  Principal  Statements 


Note  I.  Sunimar\-  of  Significant  Accountinp  Policiw; 

A.  Basis  of  Presentation:  These  financial  statements  are  presented  in  accordance  ».ith  DoD 
pf  Financial  Statements  fr>r  FV  1 094/ 1  QOS  Financial  Actititv 


B.  Reporting  Entity: 

Defense  Security  Assistance  Agency  (DS.\A):  The  DSAA  was  established  as  a 
separate  »Sen^  of  the  Depanment  of  Defense  (DoD)  to  administer  the  nation’s  securiiv  assistance 
programs  In  fcinihng  this  mission.  DSAA  has  administrative  responsibility  for  the  Foreign 
Ml  nary  Sales  (FMS)  Trust  Fund,  the  Special  Defense  Acquisition  Fund  (SD.AF).  the  Foreign 
Mihtaiy  Loan  Liquitoing  Account  (FMLLA),  and  the  Foreign  Military  Financing  Direct  Lmo 
Financing  .Account  (FMFDLFA)  Also,  there  are  other  financial  accounts  that  comprise  the 
remainder  of  the  miliur^  components  of  Security  Assistance 

FMS  Trust  Fund.  Treasury  Sy  mbol  Code  S242:  The  FMS  Trust  Fund  was  established 
as  a  means  of  facilitating  the  purchases  of  US.  defense  articles  and  services  by  foreign  countries 
as  authorued  in  the  Arms  Expon  Control  Act  (AECA)  The  Trust  Fund  provides  a’vehicle 
through  which  the  United  States  Government  processes  foreign  country*  funds  required  for  FMS 

case  payments  to  U  S  contractors  for  new,  procurement,  and  to  components  for  sales  from  DoD 
stocks 


Special  Defense  Acquisition  Fund  (SDAF),  Treasary  Symbol  Code  41 16:  The  SD.AF 
^ihon^d  by  the  IntcrDaiional  Security  and  Development  Cooperation  Act  of  1 98 1  The 
SD  AF  IS  to  be  used  as  a  revolving  fond  under  the  control  of  the  DoD  to  finance  the  acquisition  of 
defense  anicles  and  services  in  anticipation  of  their  transfer'  (pursuant  to  the  AECA,  the  Foreicn 
Assistance  Act  (FAA),  or  other  legislation)  to  eligible  foreign  nations  and  international 
organizations.  The  SDAF  account  is  reimbursed  through  sales  and  transfers  of  hems  carried  in 
the  account  In  FV  1993.  Congress  provided  the  last  obiigational  authority  for  new  procurctncni 
which  needed  to  be  obligated  by  30  September  1995.  Public  Law  103.306  provided  $20,000,000 
tor  purposes  of  closing  SD.^ .  to  remain  available  for  obligation  until  30  September  1998 
Provided,  that  this  authority  (520.000,000)  is  not  used  to  initiate  new  procurements 

. Ateount  (FMFPA),  Treasury  Symbol  Code 
1085:  The  Federal  Credit  Reform  Act  of  IW  established  this  appropriated  frind  account  to 
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provide  the  funding  necessary  to  finance  the  subsidy  element  of  the  loan  program.  Expenditures 
from  this  account  finance  the  subsidy  element  of  direct  loan  disbursements  and  are  transferred  into 
the  Foreign  Military  Financing  Direct  Loan  Financing  Account  (4122)  to  make  required  loan 
disbursements  for  approved  FMS  or  commercial  sales.  For  the  purpose  of  this  report  FMFPA 
accounting  transactions,  to  the  extent  they  are  relevant  to  the  4122  account,  are  included  in  the 
dau  r^ned  for  the  4122  account. 


Foreign  MUitary  Loan  Liquidating  Acconnt  (FMLLA),  Treasury  Syint>ol  Code 
4121 :  The  Credit  Reform  Act  consolidated  into  this  symbol,  all  assets,  liabilities,  and  equities  for 
ioan  balances  recorded  prior  to  FY  1992  in  accounts  11  *1082, 11M1083.  IIMIOM,  and 
1  ]  X412 1 .  This  account  di^rses  funds  previously  made  available  and  accounted  for  the  above 
referenced  accounts 


Foreign  Military*  Financing  Direct  Loan  Financing  Account  (FMFDLFA), 
Treasury*  Symbol  Code  4122:  The  Credit  Reform  Act  resulted  in  the  establishment  of  this 
account  to  provide  the  vehicle  for  making  disbursements  of  Foreign  hfilhary  Loan  funds  for 
approved  procurements  and  for  subsequent  collection  of  debt  service  due  for  the  loans  after 
September  30.  199] .  The  account  uses  permanent  borrowing  authority  from  the  Treasury* 
combined  with  transfers  of  appropriated  funds  from  account  1085  to  make  the  required 
disbursements  for  loan  recipient  countries  for  their  FMS  or  commercial  procurements  Receipts 
of  debi  service  pay-mems  from  borrowers  are  used  to  repay  the  borrowings  from  Treasury. 


C.  Budgets  and  Budgetary*  Accounting: 

The  FMS  program  operates  using  contract  authority  Contract  authority  is  statutory 
authority  to  incur  obligations  prior  to  an  appropriation  (or  the  realization  of  revenues)  for  the 
future  payment  of  such  obligations.  For  the  FMS  program.  82  Stat  1323  (22  U.S.C.  2762) 
establishes  its  permanent  indefinite  authority  The  total  value  of  implemented  cases  is  the  only- 
limiting  faaor  in  the  total  amount  of  obligations  that  can  be  incurred. 

The  SD.AF  is  a  revolving  budget  account  appropriation  Congress  enacts  in  annual  program 
authority  amount  that  is  available  for  obligation  for  a  three  year  period  Money  to  finance  the 
approved  annual  program  comes  from  sales  and  transfers  of  items  purchased  the  fiind.  The 
SDAF  is  rK>w  being  decapitalized.  In  FY  1993.  Congress  provided  the  last  obligational 
authority  for  new  procurement  which  needed  to  be  obligated  by  30  September  1995.  Public 
Law  103-306  provided  S20.000,000  for  purposes  of  dosing  SDAF,  to  remain  available  for 
obligation  until  30  September  1 998:  Provided,  that  this  authority  ($20,000,000)  is  not  used  to 
initiate  new  procurements. 
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D.  Basis  of  Accounting: 

Transactions  are  recorded  on  an  accmal  accounting  basis  and  a  budgetary  basis  Under  the 
accmal  m«hod.  revenues  are  recognized  when  earned  and  expenses  are  recognized  when  a 
liability  is  incurred,  without  regard  to  receipt  or  payment  of  cash.  Budgetary  accounting 
facilitates  compliance  whh  legal  constraints  and  controls  over  the  use  of  federal  funds. 

SD  AF  uses  the  completed  contract  method  of  accounting  Under  this  method,  gain  or  loss  is 
recognized  at  the  time  of  FMS  case  closure  when  costs  associated  whh  the  contract  can  be 
determined. 


£•  Revenues  and  Other  Financing  Sources: 

While  the  Congress  appropriates  some  funds  to  finance  ponions  of  the  sccurit)  assistance 
program  via  the  Foreign  Military’  Financing  appropriation,  the  majority  of  sales  are  funded  from 
cu.stomers’  funds 

In  accordance  with  the  DoD  Acting  Chief  Financial  Officer’s  memorandum  of  August  31, 

1  the  FMS  Trust  Fund  does  not  recognize  nor  repon  revenue  Funds  collected  into  the 
Tru.^i  Fund  are  in  advance  of  the  performance  of  services  or  sale  of  goods  Since  variou.s  DoD 
components  actually  perform  the  services  and  sell  the  goods,  recognition  of  revenue  and 
expense  occurs  in  the  financial  statements  of  the  applicable  DoD  components  The  financina 
source  for  both  FMLLA  and  FMFDLFA  are  Congressional  appropriations  FMLLA 
appropriated  capital  is  to  be  used  to  finance  loans  Once  the  loan  disbursement  is  made  it 
becomes  a  loan  receivable  and  also  a  liability  to  others  (treasury*).  The  transfer  of  equitv  to  a 
liability  to  others,  causes  the  negative  amount  of  appropriated  capital  figure  on  the  statement  of 
operations 


F.  .Accounting  for  Intra-Govemmentat  Activities: 

The  security  assistance  program,  as  an  activity  of  DoD,  interacts  with,  and  is  dependent 
upon,  other  financial  activities  of  the  government  as  a  whole.  In  F^"  1995.  the  Depanment  or  its 
Components  sold  assets  to  fordgn  governments  under  the  provisions  of  the  Arms  Expon 
Control  Act  of  1976  Customers  are  required  to  make  payments,  in  advance,  to  the  FMS  Trust 
Fund  The  Trust  Fund  then  reimburses,  directly  or  indirealy.  the  Military'  Services  for  the  cost 
of  administering  and  executing  the  sales  program.  The  indirca  reimbursement  is  in  the  form  of 
allowing  the  Military  Services  to  cite  the  Trust  Fund  on  appropriate  budgetary'  and  expenditure 
documents  During  fiscal  year  1995,  the  Trust  Fund  reimbursed  the  Miliiary  Senices  in  the 
amount  of  $  13,417.013  thousand  for  assets  and  services  sold  under  the  FMS  Program 
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G.  Fiwds  with  U.S.  Treasur}'  end  Cesb: 

There  ire  scvcril  banking  relationships  involved  in  adminiflcring,  and  fiduciary  responsibilities 
assodaied  with,  the  accounting  for  security  assistance  funds.  Some  funds  arc  held  in  treasury 
accounts,  others  are  with  the  Federal  Reserve  Bank,  and  still  others  are  with  commcrdal  banks  As 
of  September  30,  1995,  the  security  assistance  program  has  a  balance  of  $  6,427,26S  thousand  in  the 
U  S.  Treasury,  aitd  $7,794,198  thousand  on  dQ>osn  with  the  Federal  Reserve  Bank  and  other 
commcrcia}  banks. 


H.  Foreign  Currcnc}*: 

All  pa>Tncms  and  colleaions  involved  in  the  security  assistance  program  arc  accounted  for  in 
V  S  Dollars 


I.  Accounts  Receivable: 


As  presented  in  the  consolidated  statement  of  financial  position,  accoums  receivable  includes 
accounts,  claims,  and  refunds  receivable.  The  security  assistance  program  has,  as  of 
September  30.  1995.  a  net  accoums  receivable  as  follows: 

(in  thousands) 


Account  Receivable 
Government 
imragovemmenta! 
Refunds 
Claims 

Total 


Amount 

3.I26J41 

49,201 

0 

0 

$3,175,342 


Allowance 

0 

0 

0 

0 

0 


Total  Net 
$3,126,141 
$49,301 
0 
0 

$3,175,342 


The  FMS  Trust  Fund’s  $2.538.1 75  thousand  portion  of  the  public  receKtbles  is  based  upon 
its  requirement  to  bill  in  advance  of  providing  goods  and  services  as  established  in  the  Anns 
Expon  Comrol  Act  of  1976  The  amount  billed  to  customers  on  DD  Fomi  645,  adjusted  for 
both  specia!  bill  arrangements  and  individual  cases  that  have  collections  in  excess  of  financial 
requironems.  is  the  basis  for  the  tmst  fund's  accoums  receivable  value. 


Since  the  FMS  program  is  required  to  operate  at  a  no  loss  scenario,  an  aflowince  for  bad 
debts  will  only  be  established  upon  detennination  of  the  State  Department. 

The  decrease  in  S242  receivables  from  1994  of  4. 1  Mhon  to  1995  of  2.5  billion  is 
anributed  to  a  significam  increase  in  colleaions  on  receivables  (4.3  billion)  from  the  3rd 
quarter  of  FY95  to  4th  quancr  of  Fy95. 
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Loans  Receivable: 


Loans  arc  accounted  for  as  receivables  after  funds  have  been  disbursed  The  amount  of 
loans  obligated  but  not  disbursed  are  disclosed  in  Note  7 


K.  Inventories: 

The  FMS  Trust  Fund  has  no  invemoiy.  hems  are  either  delivered  directly  to  the  FMS 
customer  from  the  contractor  or  in  the  cases  of  FMS  sales  from  U.S.  stocks,  they  arc  retained  as 
inventorv*  in  the  procurement  or  stock  fund  accounts  of  the  military  depanmenis  until  transferred 
to  the  o>vncrship  of  the  foreign  customer. 

Invent  on-  in  SD.4F  is  controlled  and  managed  by  the  various  military  departments  The 
SD.\F  inventor)-  value  is  acquisition  cost  as  reported  to  the  DS.4A  by  the  military  depanmcni 
See  Note  S  for  specific  information 


L.  Investments  in  I’.S.  Government  Securities: 

The  securit)-  assistance  program  does  not  invest  in  U.S  government  securities 


M.  Propeny  and  Equipment: 

The  funds  and  accounts  making  up  the  security  assistance  program  have  no  propeny  or 
equipment  For  the  FMS  trust  fund,  this  polio-  is  established  by  the  DoD  Acting  Chief  Financial 
Officer  memorandum  of  Aucust  31.  1992 


N.  Prepaid  and  Deferred  Charges: 

The  prepayment  for  SDAF  represents  pa)*mcni5  made  to  contractors  where  inventory  has 
not  yet  been  delivered  All  payments  are  posted  as  a  pre-paid  asset  FMS  trust  fund  progress 
payments  to  contractors  are  accoumed  for  using  the  constructive  delivery  method  and. 
accordingl) .  arc  identified  as  an  expenditure  at  time  of  payment 


O.  Leases: 

Not  Applicable 

P.  Contingencies: 

Not  Applicable 
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Q.  Accrued  Leave: 

No  fond  included  in  these  sutemems  record  any  accrual  of  unpaid  leave 


IL  Equity: 

The  FMS  Trust  Fund  has  no  net  position.  As  identified  in  his  memorandum  of 
August  3 1 . 1992,  the  DoD  Aaing  Chief  Financial  Officer  stales  that  the  FMS  Trust  Fund  is  a 
trust  fond  requiring  DoD  to  act  in  a  fiduciary  capacity  on  behalf  of  its  customers.  AU  revenue, 
expense,  and  operational  reporting  for  the  program  is  the  responability  of  the  Military 
Departments  Accordingly,  the  FMS  Trust  Fund  accoums  only  for  dollars  in  and  dollars  out  on 
a  cash  basis  and  has  no  net  position 

Equity  in  SDAF  is  not  to  exceed  the  capitaliaed  amount  of  $522,000  thousand  A 
decapitalization  in  the  amount  of  $282,000  thousand  wzi  completed  via  a  Nonexpenditure 
Transfer  Authorization,  Document  (Standard  Form  No.  1 15 1 )  number  95*SDAF-0003,  on 
September  22,  1995  to  account  112814.  This  reduced  the  capitalized  amount  of  S804,CXX) 
thousand  to  $522,000  thousand  Any  excess  resulting  from  operation  of  the  fond  is  transferred 
to  the  miscellaneous  receipts  account. 

The  FMFDLFA  equiT>'  position  consists  of  unexpended  appropriations  The  FMLLA  and 
SD.AF  equit)'  positions  consist  of  invested  capital.  All  equity  information  is  contained  in 
Note  20 


S.  Aircraft/Ship  Crashes: 

Not  Applicable 

T.  Treaties  for  Use  of  Foreign  Bases: 

Not  Applicable 
ComparatHe  Data: 

Not  Applicable 

V.  ResUtementofPrior  Year  Principal  Statements: 

The  Statement  of  Financial  Position  and  Statement  of  Operations  and  Changes  in  Financial 
Position  for  FY  1994  have  been  restated  to  permit  the  preparation  of  comparative  sutemems 
due  to  significant  dtanges  in  reporting  requtremems  required  by  the  0MB. 

W.  lindellvered  Orders 

The  security*  assisunce  program  is  obligated  for  goods  and  services,  which  have  been 
ordered  but  not  yet  received  (undelivered  orders)  as  of  September  30,  1995,  in  the  amount  of 
$24,169,924  themsand;  $24,068,175  thousand  is  attributable  to  the  FMS  trust  fond  and 
$101,749  thousand  is  attributable  to  SDAF. 
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Note  2.  Fund  Balances  with  Trgasun*: 


(in  thousands) 

A.  Business  Operations  Fund  (DoD  CoroptroUer)  and  AO  Other  Funds  and 
Accounts: 

Entity  Assets 

Trust  Fund  Revolving  Appropri-  Other  Fund 
Funds  ated  Funds  Types 


Unobligated 
Balance 
Available 
Restricted 
Reser\'e  for 
Antic 
Resource 
Obligated  (not 
Expensed) 
Unfunded 
Contract  Auth 
Unused 
Borrowing 
Auth 
Treasury' 
Balance 


24.250.331 


•18.7S8.340 


500. 180 


500.186 


25.215.6(»8 


.18.788..^40 


D.  Other  Information: 

S 11. 103  thousand  of  A(Obligated-Re\olvinc)  is  auributable  to  11X4121  11X41^1  is 
not  a  revolving  iund.  it  is  a  liquidating  liind  Treasur)-  instructed  DSA.^  to  classify 
n  X4 12 1  as  a  rc\  olving  fund  The  rcmaininc  S453.088  thousand  is  attributable  to 
11X41  le(SD.\F) 

The  5500. 1 86  thousand  on  A(Obligaicd- Appropriated)  is  applicable  to  1 1X4 122 
DS.AA  was  instructed  by  Treasury  to  classify  these  funds  as  appropriated 

The  amounts  in  A  (Col  Trust  Fund)  are  for  the  FMS  Trust  Fund  The  FMS  Trust  Fund  is 
governed  by  22  USC  2761 .2762  and  represents  Pennancni  Contract  Authority  The  amounts 
presented  equal  values  from  the  1995  Year  End  Closing  Statement  (SF2108) 
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Ll-  FortitB  Carrepcv  e»d  Other  Monewrv  Auett: 

(in  thousands) 

Effigy  ASKtg  NonEmhv  Assets 

A.  Cash  7,794,198 

B.  Foreign  Cunency 

C.  Other  Monetary  Assets: 

(1)  Gold 

(2)  Special  Drawing  Rights 

(3)  U  S.  Reserves  in  the  IMF 

(4)  Other 

(5)  Total.  Other  Monetary  Assets 

D  Total  Cash,  Foreign  Currency  and  7  794 

Other  Monetary  Assets 

£  Other  Information;  There  are  several  banking  relationships  involved  in  administering, 
and  fiduciary  responsibility,  of  Security  Assistance  Funds.  Some  funds  are  hdd  in  Treasury 
accounts,  others  are  whh  the  Federal  Reserve  Bank,  and  still  others  arc  with  Commericial 
Banks  Cash  balances  are  in  agreement  with  the  September  30, 1995  Federal  Reserve  and 
Commercial  Bank  balances. 


Note  5.  Accounts  Recenable.  Net: 

(in  thousands) 


Gross 

ADou-ance  For 

Allgwatice 

Net 

Amount 

Estimated 

Method 

/USSM 

Uncollenables 

Used 

Dus 

A.;  Entity'  ReceK’ablcs 

Int  ragovemmemal 

49,201 

N/A 

S49.:oi 

Governmental 

B.;  Noo-Entity 

Intragovemmental 

Governmental 

C.  Other  InformatioB: 

3.126,141 

N/A 

S3.126.M) 

The  SDAF  ponion  of  this  value  (S49 JOl)  represents  the  amount  due  from  ‘reverse**  militan 
inter-depanmenta!  purchase  requests  (KflPRs). 

The  8242  portion  of  SACGovenuncmal)  is  52,538,175.  The  FMS  Trust  Fund  is  required  lo 
work  on  a  no  loss  basis,  therefore,  an  allowance  for  Estimated  Uncollectibles  does  not  exist  An 
actual  “Uncollectible**  will  only  be  established  based  on  State  Department  determination 

5578.61!  thousand  of  5A(Govcmmental)  is  attributable  to  11X4121.  $9,355  thousand  is 

attributable  to  1 1 X4 1 22 
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Note  6.  Other  Federal  flntriBovernmental^  «nd  Non-Federal  (CovernmtntaM  AatK: 

(in  thousands) 

A.  Other  Entity  Assets: 

1  Intragovemmenial 
<1)  FMFDLFA 

(2) 

(3) 

Total 

2  Governmental 
(1) 

C) 

(3) 

Total 

B.  Other  Information:  SI.487J95  of  A  1(1)  isanribuiableto  1 1X4122  This  is  a  richt  to 
receix  e  cash  through  borrowing  authority  from  Treasury- 

C.  Other  Non- Entity  Assets: 

1  Imrauovemmenial 
(1)  “ 

C) 

O) 

Total 

2  Govemmemal 

(1) 

(2) 

(3) 

Total 


D  Other  Information 
Note  7.  Loans  and  Loan  Guarantees.  Non  Federal  Borrowers: 

(in  thousands) 

A.  The  entity  operates  the  following  loan  and/or  loan  guarantee  programs: 

(1)  Pre-1992  Direct  Loan  Obligations  -  DSAA  Direct  Loans 

(2)  Pre-1992  Direct  Loan  Obligations  -  DSAA  Rescheduled  Loans  (Direa  Ponion) 

(3)  Pre-1992  Direct  Loan  Obligations  -  DSAA  Rescheduled  Loans  (Guaranty  Ponion) 

(4)  Pre-1 992  Direct  Loan  Obligations  -  FFB  Loans 

(5)  Prc-1992  Direa  Loan  Obligations  -  Subrogated  Defaulted  FFB  Loans 

(6)  Pre-1992  Direa  Loan  Obligations  •  Subrogated  Defauhcd  Refinanced  Loans 

(7)  Pre-1992  Direa  Loan  ^ligations  •  Refinanced  Loans 

(8)  Pre-1992  Direa  Loan  Obligations  •  Commercial  Bank  Loans 

(9)  Post- 1991  Direa  Loan  OUigabon  -  DSAA  Direa  Loans 

87 


L487J95 

$L487J.95 

S _ Q 
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Direct  loan  obligations  or  loan  guarantee  commitments  made  prior  to  FV  1992. 
and  the  resulting  direct  loans  or  loan  guarantees,  are  reponed  net  of  an  allowance 
for  estimated  uncoUect&le  loans  or  estimated  losses. 

Direct  loan  obligations  or  loan  guarantee  commitments  made  after  FY  1991,  and 
the  resulting  direct  loans  or  loan  guarantees,  are  governed  by  the  Federal  Credit 
Reform  Act.  The  Act  provides  that  the  present  value  of  the  subsidy  costs  (i.e 
interest  rate  difTeremials.  imerest  subsdies.  estimated  delinquendes  and  defaults, 
fee  offsets  and  other  cash  flows)  associated  with  direct  loans  and  loan  guarantees 
be  recognized  as  a  cost  in  the  year  the  direct  or  guaranteed  loan  is  disbursed 

An  analysis  of  loans  receivable,  loan  guarantees,  liability  for  loan  guarantees, 
and  the  nature  and  amounts  of  the  subsidy  and  administrative  costs  associated 
with  the  loans  and  loan  guarantees  is  provided  in  the  following  sections. 

B.  Direct  Loans  Obligated  Prior  to  FV  1992: 


Loan  Program 

Loans  and 
Imerest 
Receivable. 
Gross 

Allowance  for 
£st.  Uncoil 
Loans  & 
Interest 

Loans  and 
Interest 
Receiveable. 
Net 

Foreclosed 

Property 

X'alue  of 
Assets 
Related  to 
Direa  Loans 

A(l) 

3,7.S2.558 

0 

3,752,558 

0 

0 

A(2) 

196,685 

0 

196,685 

0 

0 

A(3) 

403.086 

0 

403.086 

0 

0 

A(4) 

3.493,027 

0 

3,493.027 

0 

0 

Ai5) 

66.002 

0 

66,002 

0 

0 

TOT.M- 

7.911.357 

0 

7.911.357 

0 

0 

C.  Direct  Loans  Obligated  after  R’  1991: 

Loan  Program 

Loans 

Receivable. 

Gross 

Interest 

Receivable 

Foreclosed 

Property 

Allowance  for 
Subsidy  Cost 
(Ihrescni 
Value) 

Net  Present 
Value  of 
Assests 
Related  to 
Direa  Loans 

A(8) 

539,850 

0 

0 

70,801 

469.049 

TOTAL 

539,850 

0 

0 

70.801 

469.049 

D.  Defaults  on  Pre-1992  Loan  Guarantees:  None 

NOTE  FFB  loans  are  considered  Direct  Loans,  however  $66,002  thousand  of  loan  principal 
was  defaulted  to  FFB  by  various  coumrics  thus  DSAA  paid  FFB  the  defauhed  principal 
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E.  Defaults  on  Postal  991  Loan  Guarantees:  None 

F.  LiabiJttx  for  Loan  Guarantees:  None 

NOTE.  DSAA  expects  to  collect  100%  of  its  defaulted  guaranty  loans 

G.  Subsidy  Expense  for  Post-1991  L«oans  and  Loan  Guarantees: 

1 .  Currcm  Year’s  Direa  Loans 
Loan  Interest 


Loan  Interest 

Emim 
(1)  FY  1995 

FNIFDLFA  $(24,705)  $67,479 

2  Prior  ^’ear’s  Direct  Loans 


Fees  Other 

$0  $0 


l2il] 

$42,774 


Loan 

Programs  ^ 

(1) FY  1992 

(2) FV  1993 

(3) FV  1994 


atio- 

EiS.  Reestimates 

Total 

$0 

$0 

$0 

SO 

$0 

SO 

$0 

$0 

$0 

3  Total  Direct  Loan  Subsidy  Expenses 

Loan 

Program 

( 1 )  FV  1 995  FMFDLFA  $42,774 
<2 )  FV  1 994  FNff DLFA  $38, 1 1 8 

O )  FV  1 993  FMFDLFA  1 36.946 

(4)  FY  1992  FNffDLFA  SO.  102 

Total  $267,940 

B.  Subsidy  Expense  for  PosM991  Loan  Guarantees. 

J.  Current  Year’s  Loan  Guarantees:  None 

2  Loan  Guarantee  Modifications  and  Re-estimates.  None 

3  Total  Loan  Guarantees  Subsidy  Expense  None 
1..  Administrative  Expense:  None 
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i.  Other  InformttioD; 

Face  Value  of  Guaranteed  Refinanced  Loans 
DSAA  Guaranteed  Portion  of  Refinanced 
Loans  <90%  of  Face  Value) 

Portion  of  Refinanced  Loans  Secured  by 
Country  Deposits  in  the  Ftnandng  Bank 
(]0%  Face  Value) 

Undid)ursed  Balances  Available  for 
New  Direct  Loan  Receivables 


(thousands) 

6,620,399 

6,013,779 

606,620 

n,103 


Note  8.  Inventory.  Net: 

Cm  thousands) 

A.  Inventor}' Categories: 

Invemor}'  Allowance 

Inventory 

Valuation 

Aamm  For  Losses 

Mflhgd 

(1)  Held  for  Current  Sale 

(2)  Held  in  Reserve  for  Future  use 

(3)  Excess.  Obsolete. 

Unserviceable 

(4)  Held  for  Repair 

152,885 

152.885 

Total 

152.885 

152.885 

B.  Restrictions  on  Inventor}  Vse,  Sale*  or  Disposition: 

SDAF  invemor>’  must  be  used  for  transfers  in  security  assistance  programs  unless  appro\  ed  by 
SECDEF  for  sale  to  Military  Departments 

C.  Other  Information: 

An  invemory  belongs  to  SDAF  The  valuation,  as  reponed  by  the 
military  departments,  is  the  acquisition  cost  of  hems  on  hand  at  installation  level  not 
identified  to  a  specific  sale  to  a  foreign  customer.  In  FY1995.  $15,545,063.03  of 
unsalable  equipment  was  written  off 


9<) 
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Note  16,  Debt: 

The  FMLLA  (Trcasurs’  Symbol  Code  4121 )  ponion  of  the  security  assistance  program  has 
borrowed  funds  from  the  Trcasur>*  for  disbursement  under  a  valid  loan  program 

The  FMFDLFA  (Treasury  Symbol  Code  4122)  program  has  borrowed  funds  from  the 
Trcasur\‘  for  disbursments  for  valid  loan  programs  under  credit  reform 


(in  thousands) 


Liabilities  Covered  by  Beginning 
Budiieian-  Resources  Balance 

New 

Borrowinc 

RepavTnents 

Ending 

Balance 

Refinange 

A.  Iniragovemment  Debt; 

( 1 )  Borrowing  from 

the  Treasury  413.167 

375,16! 

0 

788.328 

0 

(2l  Borrowing  from 

Fed  Financing  Bank 3. 785. 4 14 

0 

292.387 

3,493.027 

0 

(.3)  Borrowing  from 

Other  Fed  Agencies  0 

0 

0 

0 

0 

Total  Imragovemmental 

Debt  "  4.198.581 

37.N161 

292.387 

4.281.355 

0 

Liabilities  Not  Covered  B> 

Budgcian  Resources 

B  (11  Public  Debt  N'A 
(2)  Auenc>  Debt  N’A 

C  Total  Liabilities  for  Debt  Not 
Cohered  by  BudgetarN  Resc  N^'A 

D  Total  Debt  4,19S.5S1  375.161  292.3S7  4.281.355  0 

E  Other  Information  NONE 
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Note  17,  Other  Litbilities; 


(m  thousands) 

A*  Other  Liabilities  Covered  by  Budgetary  Resources: 


Kon-Current  Liab. 

1.  Intragovemmemal 
(DFMLLA 

(2) FMFDLFA-Bor 

(3) FMFDLFA.Sub 
Total 

2  Governmental 

(1)  SDAF  124.982 

(2)  8242 

(3)  8242 

(4)  FNILLA  4.333,379 

Total  4,4.<i8,361 


Currcm  Lirtilhiff  IfiQj 


55.982 

55,982 

1.487,195 

1.487.195 

190.216 

190.216 

1,733,393 

1,733.393 

124.982 

13.074.033 

13,074.033 

Z538.175 

2,538.175 

4,333.379 

15.612.208 

20,070.569 

B.  Other  Information: 

The  SDAF  ponion  of  this  elcmem  was  computed  by  using  Ad\‘anccs  to  contractors  and 
unearned  revenue  in  accordance  with  the  completed  contract  method  of  accounting 


Unearned  Revenue  (GLAC  2310)  1 .270.33 1 

Advances  to  Contractor  (GLAC  1400)  IJ  4  5.349 
Other  Non-Fcdcral  Liabilities  124.982 


Amounts  in  A2(2)  and  A2(3).  8242  are  in  accordance  whh  the  Arms  Expon  Control 
Act  of  1976  Funds  coUeaed  into  the  Trust  Fund  arc  in  advance  of  the  performance  of 
services  or  sale  of  goods  Amounts  are  the  values  expected  to  be  expended  by  the  L'.S 
Govemmen!  on  behalf  of  foreign  customers 

The  FMFDLFA  value  represems  future  repayments  of  borrowings  from  Treasury  for 
credit  reform  loans 
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Note  20.  Set  Position: 


(in  thousands) 

RgYOKjpg  Trust  Appropriated  Total 

Funds  Funds  Funds 

A  Unexpended  Appropriations 
(I)  Unobligated 


a  Available 
b  Unavailable 

46  46 

(2)  Undelivered  Orders 

11.103 

11.10.^ 

B  Invested  Capita) 

C  Cumulative  Results  of  Operations 

D  Other 

E  Future  Fundinc  Requirements 

L  129,580 

L129.580 

F.  Total 

G  Other  Information 

JLIflQ.68?  _ 

— ^  - 

_ L1ML229 

( 1 )  S5«2,000  thousand  of  B  is  attributable  to  SD.AJ  Any  excess  generated  from  the  operation  of  the 
fund  is  returned  to  the  Treasur\-  miscellaneous  receipts  account  In  FY1995.  S2S2.000  thousand  was 
returned  to  the  Treasury  miscellaneous  receipts  account  112814  (Repa>Tnems  of  Investments  and 
Rcco\  erics) 

(2)  FMLLA  is  not  considered  a  revolving  fund  It  is  a  liquidating  fund  It  is  being  classified  a>  a 
revolving  fund  since  the  Treasury^  is  classininc  it  as  a  revolx-ing  find  for  the  FACTS  reponing 
All  of  A  Res  olving  Funds  and  $607,580  thousand  of  B  arc  attributable  to  FMLLA 

(5)  .All  of  the  Appropriated  Funds  of  A  are  attributable  to  FMFDLFA  The  $46  thousand  is 
the  unobligated  balance  remaining  from  iheFY  1992  appropriation 


Note  22._  Other  Revenues  and  Financing  Sources: 

(in  thousands) 

J99f 

A.  Other  Revenue  and  Financing  Sources: 

(1)  SDAF  779 

(2)  FMLLA  588,076 

(3)  FMFDLFA  8,340 

B.  Other  Information: 

(SDAF)  This  amount  is  the  partial  recovers'  of  a  duplicate  payment  made  to  General 
Ds-namics  (FMLLA)  Amount  is  the  Contra-Revenue-CoHectcd  For  Others  and  deposited  to 
Treasury  (FMFDLFA)  Had  insufficient  funds  to  make  annual  imeresi  payment  to  treasury  Per 
Treasury  Bulletin  No  93-05  additional  borrowing  was  made  to  cover  interest  pasmems 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Footootes 


Note  23.  Progrim  and  Qperttinp  Exn«ns«t: 

FMLLA  (4121)  total  bad  debt  expense  was  $96,920  thousand.  $48,642  thousand  were  bad 
debt  expenses  incuired  for-others  and  wrote  off  to  miscellaneous  receipt  accounts  2968  and 
1498.  the  remaining  $48,278  thousand  was  actual  bad  debt  incurred  by  symbol  4121  and 
reported  on  the  statemem  of  operations.  FMFDLFA  meuired  $42,774  thousand  of  subsidy- 
expense  The  total  operating  expense  is  $91,052  thousand. 

Note  24.  Cost  of  Goods  and  Services  Said; 

(in  thousands) 

A.  Cost  of  Services  Sold: 

NONE 

B.  Cost  of  MalerUI  Sold  from  loventon* 

(1)  Beginninc  Inventory  L. A  C.  ’  $  286.449 


(a)  Pius  Purchases  at  Cost  1S4J81 

(b)  Less  Beginning  Allowance  for  Holding  Cains/Losses  0 

(c)  Plus:  Inventory  Gains  0 

(d)  Minus  Inventory  Losses  0 

(2)  Less  Ending  Inventory  L  A  C  152.885 

(a)  Plus  Ending  Allowance  for  Holding  Gains/Losses  0 

(3)  Plus  Operating  Expenses  4.316 

Cost  of  Goods  Sold  S292.061 


C.  Other  Information. 

All  Cost  of  Goods  Sold  (CGS)  relate  to  the  Special  Defense  Acquisition  Fund  (SDAF) 
Since  SDAF  uses  the  completed  contract  method  of  accounting,  all  costs  associated  with  a 
contraa  are  identified  at  the  time  of  an  FMS  case  closure  (see  note  1  D).  Line  la  represenis 
the  CGS  of  those  FMS  cases  dosed  during  FY  1995  plus  the  net  change  in  ending  invemor> 
between  FY  1 994  and  FY  1 995  (sec  note  8).  Line  3  represents  the  FY  1 995  comraa 
administration  costs  that  are  directly  related  to  the  sale  of  SDAF  hems. 
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Note  27.  Prior  Period  Adjustments! 


(in  thousands) 

A.  FHor  Period  Adjustments: 

(1)  FMLLA  rS397.9081 

Total  (S397.9Q81 

B.  Other  Information:  FMLLA  moved  account  3610  (Uncollected  Revenue- 
Miscellaneous  Receipt)  to  account  2990  (Other  Liabilities).  Due  to  Standard  General  Ledger 
account  changes,  361 0  is  no  longer  used  This  is  the  post  closing  cntr>’  necessary'  to  close  FY94 
accounts.  This  closing  entry  was  not  taken  into  consideration  during  last  years  accounting 
change  to  accounts  36 1 0  and  2990 


Note  28. 

Non-Ooeratlne  Chanpes  - 

(Transfers  and  Donations): 

A. 

increases: 

( J )  Transfers-ln 
(a)  From  Treasury 

(in  thousands) 

1995 

39,300 

19Q4 

42.641 

(?)  ©PWHiWi^*<lf.eived 
(4)  Total  Increases 

39.300 

42,641 

B. 

Decreases 
(1 )  Transfer  s-Out: 

(a)  To  Treasury 

398.511 

266.000 

(2)  Donations 

(3)  Other  Decreases 

(4)  Total  Decreases 

398  511 

266  000 

C. 

Net  Transfers 

f273 

D  Other  Information.  Line  A(1  Ka)  is  the  amount  of  ^ponionmcni  to  the  Foreign 
Militar>-  Loan  Liquidating  Account  (FMLLA)  to  pay  default  claims  on  guaranteed  loans  made 
prior  to  FY  1992.  The  amount  on  B(  IK*)  is  the  amount  of  authority  to  SDAF  cash  which  was 
transferred  to  the  Treasury’s  receipt  account  by  DSAA  during  FY  1995  and  FY 1994  as  pan  of 
the  de-capiialiiation  of  the  fund. 


Footnotes  2b.  2c.  4.  9.  10.  11.  12.  13.  14.  15.  J6b,  1 6c.  1 7c,  17d.  18.  19.21,25.26.  29. 
30  and  3 1  are  not  applicable  to  the  Cenified  Financial  Statements  for  the  Defense  Security 
Assistance  Agency 
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1995  ANNUAL  FINANCUL  STATEMENT 
DEFENSE  SECURITY'  ASSISTANCE  AGENCY 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 


A.  ADDITIONAL  PERFORNUNCE  INDICATORS 


SPECIAL  DEFENSE  ACQUISITION  FITND.  ACC01TNT4I1<>; 


New  Purchase  Orders  issued 

1995ACTn*m: 

Types  of  Orders  issued 

NANT 

US.AF 

NSA  OTHER 

TOT.U 

Major  End  Items 

0 

0 

0 

0  0 

0 

Suppon  for  Major 

1 

0 

0 

0  0 

3 

End  hems 

Investments 

0 

0 

0 

0  0 

0 

Ammunition 

0 

0 

0 

0  0 

0 

Miscellaneous 'Other 

0 

Q 

Q 

£  1 

1 

TOTAL 

T 

0 

0 

0  1 

-* 

n  1994  ACTIVm : 

Tv-pes  of  Orders  issued 

ARMY 

KA\-Y 

USAF 

KS  A  OTHER 

TOTAL 

Major  End  hems 

3 

5 

1 

3  0 

12 

Suppon  for  Major 

3 

0 

2 

0  0 

5 

End  hems 

Investments 

0 

0 

0 

0  0 

0 

Ammunition 

3 

0 

0 

0  0 

3 

Miscellaneous-Other 

0 

0 

£  1 

J 

TOT.AL 

9 

5 

3 

3  1 

F\  1993  ACnVTn’: 

T>pes  of  Orders  Issued 

AKMY 

NAW 

USAF 

liSAOTHEft 

TOTAL 

Major  End  Items 

]] 

5 

3 

3 

22 

Suppon  for  Major 

3 

0 

1 

0  0 

A 

End  hems 

Investments 

0 

0 

0 

0  0 

0 

Ammunition 

3 

0 

0 

0  0 

3 

MiscelIancous»'Other 

6 

£ 

£  1 

1 

TOTAL 

17 

5 

A 

3  1 

30 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

SPECIAL  DEFENSE  ACQUISITION  FUND.  ACCOUNT  4116: 

Ne«' Purdusf  Orders  ksued  (Continued) 

n  WZACmTTY: 

Types  of  Orders  Issued: 

Major  End  Items 
Suppon  for  Major 
End  Items 
investments 
Ammunition 
Misceilaneous/Other 
TOTAL 

F\’  1991  Acmirv : 

T>pes  of  Orders  Issued: 

Major  End  Items 
Suppon  for  Major 
End  Items 
Investments 
Ammunition 
Miscellaneous/Other 
JOIAL 

NARRATIXT: 

Tius  indicator  con^>ares  the  nun^>er  of  new  purdiase  orders  placed  from  FY  1995 
through  FY  1991  to  the  MUiiary  Depanmems  or  DoD  Agencies.  This  amount  wU 
continue  to  decrease  due  to  the  decapitalization  of  the  frmd.  Numbers  for  FY  1995 
through  FY  199]  are  provided  for  comparison. 


ARMY  NAVY 
27  5 

4  2 

0  1 

0  0 

0 

31  8 


5 

17 

0 

0 

22 


NSA  OTHER  TOTAL 
5  0  42 

0  0  23 


0 

0 

5 


0  1 
0  0 
2  2 
2  68 


ARhri-  NAVY  USAF 
13  6  0 

22  4  0 


NSA  OTHER  TOTAL 
0  0  19 

0  0  26 


4  4 

9  0 

$  12 

57  26 


0 

0 

I 

1 


0  8 

0  9 

S  22 

0  84 


SOURCE: 

DSAA  Sped^  Defense  Acquisition  Fund  Managemem  Information  System 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _ _ _ _ Supplemental 

PART  III  -  SITPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

SPECIAL  DEFENSE  ACOLTSITION  FUND.  ACCOt!NT  4116; 

Number  ef  Purchase  Orden  Issued,  Nei%  and  Revised 


Ft  WfACmTTY!  TOTAL 

Militar>  Imerdepartmental  Purchase  200 

Requests  (MIPRs)  Issued 

¥\  1994  ACTmrV*:  TOTAL 

Militan  Imerdepanmentai  Purchase  1 66 

Requests  (\fPRs)  Issued 

n  1993  ACTIMT^  TOTAL 

Miliian-  Interdepartmenial  Purchase  280 

Requests  (NIIPI^)  Issued 

n*  1992  ACTINTIV:  TOTAL 

Militan-  Imerdepanmentai  Purchase  376 

Requests  (MIPRs)  Issued 

n  1991  ACn\Tn':  total 

Militar\’  Imerdepanmentai  Purchase  275 

Requests  (MIPRs)  Issued 


^ARR\TI^X: 

This  performance  indicator  rcfleas  the  number  of  MIPRs  that  were  issued  uith 
cuTTcm  and  prior  year  obligation  amhorit>'  and  the  number  of  revisions  to  existing  MIPRs 
The  FY  1995  through  FY  1991  amoums  arc  provided  for  comparison 

SOIRCE: 

DSAA  Special  Defense  Acquisition  Fund  Management  Information  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  Ill  -  SUPPLEMENTAL  FINANCIAL  AND 

MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

SPECUL  DEFENSE  ACOUISITION  FUND.  ACCOUNT  4116: 

ViUae  of  Pnrchate  Ordcn  Imcd 

MILUONS(S  X  000,000) 

n  msAcmTH' 

TOTAL 

Value  of  Militaf)'  Imerdepanmental 

Purchase  Requests  (MPRs)  Issued 

$3.58 

n'  1994  ACTIVITY' 

total 

Value  of  Miihary  Imerdepanmemal 

Purchase  Requests  (MIPRs)  Issued 

$87.8 

r\  1993ACn\Tn’: 

TOTAL 

Value  of  Military  Imerdepanmemal 

Purchase  Requests  (MIPRs)  Issued 

$149.9 

n*  1992  Acnvm 

TOTAL 

\‘a)ue  of  Military*  Interdepanmemal 

Purchase  Requests  (MIPRs)  Issued 

$538.0 

F\  1991  ACmm’; 

TOTAL 

Value  of  Milhao'  Interdepanmemal 

Purchase  Requests  (MIPRs)  Issued 

$322.0 

SAKRATTVt: 

This  performance  indicator  provides  the  value  of  all  MIPRs.  The  amounts  for 

future  Fiscal  Years  (FYs)  will  continue  to  decline  due  to  the  deaq)ita!ization  of  the  fund . 

Amounts  for  FY  199S  through  FY  1991  are  provided  for  comparison. 

SOURCE: 

DSAA  Special  Defense  Acquisition  Fund  Management  Infonnation  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 


PART  III .  SUPPLEMENTAL  FINANCUL  AND 
MANAGEMENT  INFORMATION 

A.  additional  PERFORMANCE  INDICATORS 
SPECUL  DEFENSE  ACQUISITION  FUND.  APrOUNT  411^- 
Number  of  Purchase  Orden  Closed 


n  iwAcnvm' 

(Aged  in  Years) 

0-3 

4-6 

7.9 

JCK 

total 

n  1994  ACTIMTV 
(Aged  in  Years) 
0-3 
4-6 
7-9 
](h 

TOTAL 

rv'  i993ACTmn' 
(Aged  in  Years) 
0-3 
4-6 
7-9 
10- 

TCT.AL 

n  1992  ACmiTli’ 
(Aged  in  Years) 
0-3 
4-6 
7-9 
10* 

TOTAL 


IQJM 


imL 


ISUM 


ISIAk 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 


PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

SPECUL  DEFENSE  ACQUISITION  FITND.  ACCOUNT  ai  1^; 

Nnniber  orFurcbase  Orders  Qosed  (continued) 

FY  1991  ACliVUY 
(Aged  in  Years) 

0-3 
4-6 
7-9 
1<K 

TOTAL 


NARRATHTE: 

This  perfonnance  indicator  shows  the  number  of  purchase  orders  that  were  dosed 
and  their  relative  age.  There  were  no  purchase  orders  closed  for  Fiscal  Year  (FY)  1993. 
Since  the  decision  to  decapitaliae  the  fond,  we  have  revised  the  procedures  for  dosing 
purchase  orders  to  ensure  that  no  liabiiities  remain  after  the  purchase  order  is  dosed  * 
Numbers  for  FY  1995  through  FY  199]  arc  provided  for  comparison. 


0 

1 

1 

2 


SOURCE: 

DS.AA  Special  Defense  Acquisition  Fund  Management  Information  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _ _ _  Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

SPECIAL  DEFENSE  ACQUISITION  niND.  ACCOUNT  41  IS; 

VaJuf  of  Purchase  Orden  Qosed 


THOUSANDS  (S  X  000) 


F^  1995ACTr\Tn’: 

Closed  Purchase  Orders 

IQIM 

110,887.8 

T\  1994  ACmTn ; 

Closed  Purchase  Orders 

total 

82,995.0 

Fi  1993ACn\T*n’: 

Closed  Purchase  Orders 

TOTAL 

0.0 

n  1992  ACTi\Tn’: 

Closed  Purchase  Orders 

TOTAL 

600.800.0 

F^‘  1991  ACTlM-n : 

Closed  Purchase  Orders 

TPTAl. 

2,580.3 

NARKATI\X: 

This  performance  indicator  shows  the  value  of  Purchase  Orders  Closed  during  the 
fiscal  year  There  were  no  purchase  orders  closed  for  FY  1993.  Since  the  decision  to 
decapitalize  the  fund,  we  have  revised  the  procedures  for  closing  purchase  orders  to 
ensure  that  no  liabilities  remain  after  the  purchase  order  is  closed,  The  values  for  F^'  1995 
through  FY  1991  are  provided  for  comparison. 

SOITRCE: 

DSAA  Spedal  Defense  Acquisition  Fund  Management  Information  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  III .  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 


SPECIAL  DEFENSE  ACQUISITION  FUND.  ACCOTTyr  1/;. 
Value  of  Sales 

mujjons  ($  X  000.000) 

n’ iwsAcnvrry: 


Type  Sale  &  Customer 

ARMY 

NAVY 

USAE 

KSA  QIHER  IQIAL 

FMS  Cases 

99.3 

47.9 

0.8 

2.4 

0.0 

150.4 

Rcplcnishnicnt 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Direct 

(LZ 

02 

02 

02 

02 

02 

*  TOTAL 

99.5 

47.9 

0.8 

2.4 

0.0 

150.6 

n  1994ACmTn': 

Type  Sale  &  Customer 

ARM^- 

NAYY 

USAF 

NSA  OTHER  TOTAl. 

F\is  Cases 

199.9 

45.5 

12 

8.2 

0.0 

254.8 

Replenishment 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Direct 

u 

02 

A 

02 

u 

TOTAL 

200.4 

ob 

1.2 

8.6 

0.0 

258.5 

n  1993  Acnvm : 

Tv-pe  Sale  &,  Customer 

ARMY 

NAW 

US.4F 

liSA  imiEE  IQIAL 

F^IS  Cases 

117.2 

74.2 

1.3 

5.1 

0.0 

197.8 

Replenishment 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Direct 

ii 

02 

22 

22 

22 

ii 

TOT.AL 

ns.3 

74.2 

1.5 

5.1 

0.0 

199.1 

n*  1992  Acnvin’: 

Type  Sale  &  Customer 

ARMY 

NAW 

USAF 

2ISA  mUEB  TOTAL 

FMS  Cases 

111.4 

97.1 

33.4 

6.1 

0.0 

248.0 

Replenishment 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Direct 

02 

02 

02 

02 

02 

02 

TOTAL 

111.6 

97.1 

33.4 

6.8 

0.0 

248.9 

rv  1991  Acnvrrv; 

Type  Sale  &  Customer 

ARMY 

NAVY 

iis^ 

nsa  other  total 

FMS  Cases 

133.8 

34.5 

3.5 

5.3 

0.0 

177.1 

Replenishment 

2.0 

5.5 

0.0 

1.1 

0.0 

8.6 

Direct 

m 

01 

02 

02 

02 

200 

TOTAL 

145.9 

40,3 

3.5 

16.0 

0.0 

205.6 
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Appendix  A.  Disclaimer  of  Opinion  and  Pinancial  Statements  Audited 


_ _ Supplemental 

PART  III .  SUPPLEMENTAL  FINANCUL  AND 
MANAGEMENT  INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 

SPECIAL  DEFENSE  ACOllSITlON  FUND.  ACCOUNT4116: 

Value  of  Sales  (continued) 

NARRATI\T: 

This  indicator  shows  the  dollar  value  of  Purchase  Orders  Sold  and  is  stratified  into 
three  different  of  sales.  The  amounts  for  FY  1 995  through  FY  1 991  are  provided  for 
comparison. 

DEHNITIONS: 

FMS  CASES:  Sales  to  foreign  customers  or  U.S.  Military’  Depanments  through  either 
Letters  of  Offer*  Acceptance  (LOA’s)  or  "reverse"  Miliiao*  Imcrdepanmcntal  Purchase 
Requests  (MIPRs). 

REPLENISHMENT:  Sales  to  LVS.  Miliiar\‘  Departments  to  replenish  their  inventories  for 
hems  divened  for  urgent  FMS  requirements 

DIRECT  Sales  to  V.S  Military’  Depanments  approved  by  SECDEF 

SOIRCE; 

DSA-A  Special  Defense  Acquisition  Information  Management  System 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental  _ _ 

PART  III  -  SUPPLEMENTAL  FINANCUL  AND 
MANAGEMENTINFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

SPECUL  DEFENSE  ACQUISITION  FUND.  ACrOTTNT  41 16; 

Vtloe  of  Oblisations 


MILUONS  ($  X  000,000) 


n  i995ArmTn': 
Value 

ARMY 

S1.2 

WAVY 

$12.3 

USAF 
S  0  0 

PJHEP 

S5.9 

ISUAL 

S19.4 

FVl994ACmTn': 

Value 

ma 

$10.5 

WAVY 

$31.8 

$15.5 

filBgP 

$.1 

jsa&L 

$57.9 

FT  1993  ACmm*: 

Value 

ARjvn^ 

$140.5 

WA^^^ 

$66.9 

USAF 

$6.7 

qzbeb 

S8.9 

2Q2AL 

$223. 0 

¥\  1992  ACnvm’; 
Value 

ARlvn’ 

$172.0 

WA\T 

$80.4 

USAF 

$9.6 

DIBES 

S121 

lom 

$274.1 

1991  Acnvm*: 

Value 

ARMY 

$206.3 

WAVY 

$44.8 

USAF 

$1.0 

other 

$23.6 

JPTAI- 

$273.7 

NARR4TI\X: 

This  performance  indicaior  measures  new  obligations  placed  during  the  fiscal  year. 
The  amount  wifi  decrease  in  future  Fiscal  Years  (FYs)  due  to  the  dec^)haUzaiion  of  the 
fond.  The  amounts  for  TY  1995  through  FY  1991  tie  provided  for  comparison. 

SOURCE: 

SDAF  General  Ledger. 
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Appendix  A.  Disclaimer  of  Opinion  and  financial  Statements  Audited 


Sapplemental 


PART  III .  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  EVTORAUTION 

A.  ADDITIONAL  PERFORAUNCE  INDICATORS 

SPECIAL  DEFENSE  ACQUISITION  FUND.  ACCOTTNT  ai  i#;- 


Valut  of  New  Obligations  Liquidated,  Fiscal  Year  End  Poshion 

MILUONS  (S  X  000,000) 

^SAF  OTHER  TOTAL 
S90.6  $54.0  $10.8  $4.5  $159.9 


1994  ACn\Tn-: 
\-.ALtE 


ABMI  NAW  I’SAF  OTHER  TOTAL 

$107.8  $58.9  $6.0  $6.5  $179.2 


FL  1993  ACn\Tn-: 
V.ALUE 


AESD:  NA\"V  L'SAF  other  TOTAL 
$187.6  $46.2  $17.9  $5.3  $257.0 


F^•  1992ACTI\Tn’:  ARM'S'  NA\T  ESAF  OTHER  TOTAL 

$211.8  $51.6  $20.7  $6.9  $2910 

n  i991ACTIVm:  ARM'S'  NA\T  t'SAF  OTHER  TOTAL 

S79.5  $37.9  $29.8  $20.9  $168.1 

NARRATUE: 

This  performance  indicator  shows  the  value  of  obligations  liquidated,  i.e.. 
disbursements  made  during  the  Fiscal  Year  (FY).  The  amounts  for  FY  1995  through  1 991 
arc  provided  for  comparison. 


SOIRCE: 

SDAF  General  Ledger. 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  ni  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENTINFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 


SPECL4L  DEFENSE  ACQUISITION  FUND.  ACCOUNT  41 16; 


Value  of  Unsold  Pnrcliases  (Material/laventory)  as  of  Fiscal  Year  End 

MEiJONS($  X  000,000) 


September  50, 1995 

Position: 

MEI 

USAF 

KSA  OTHER 

TOTAI- 

Value 

S124.1 

S24.6 

$2.8 

SI. 4 

SO.O 

$152.9 

September  30, 1994 

Position. 

ARlVn* 

na\t 

USAF 

NSA  OTHER 

IQIAL 

Value 

$170.6 

$112.1 

$.1 

$3.7 

$0.0 

S286.5 

September  30, 1993 

Position; 

6£m 

NAVY 

USAF 

NSA  OTHER 

total 

Value 

$136.8 

$37.4 

$1.5 

$69 

SO.O 

SI  82.6 

September  30,  1992 

Position 

ARMY 

tLAVy 

USAF 

NSA  OTHER 

laiAL 

Value 

$128.6 

S44.1 

$3.3 

S3 .3 

SO.O 

S179.3 

September  30, 1991 

Position: 

ABMl 

WAVY 

USAE 

NSA  OTHER 

total 

Value 

$242.5 

$100.1 

S24.S 

$5.7 

$49.0 

$422.1 

narrativt:; 

This  perfomumce  indicator  shows  the  actual  value  of  Slushed  mvemoiy  unsold  and 
held  as  ofthc  end  oftbe  Fiscal  Year  (FY).  The  amoums  for  FY  1995  through  FY  1992 
represent  a  physical  inventory  value  as  provided  hy  the  MSfitary  D^aitmcnts.  The  FY 
1991  iunoums  were  based  on  a  “constructive’*  invemory  po^on. 


SOURCE; 

Militar>‘ Departments 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _ Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCUL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  DSTHCATORS 

SPECUL  DEFENSE  ACQUISITION  FUND.  ACCOUNT  4116: 

Ratio  of  l^nsold  Purchases  to  Total  Fond  Authority  as  of  Fiscal  Year  End 

MnXlONS  (SXOOO,CM)0) 


F\' l995ACnvm 

SEPTEMBER  30,  1995  POSITION 

total 

Unsold  Purchases  (Finished  lnventor>0 

SI  52.9 

TOT.U  FUND  AUTHORITY 

$522.0 

RATIO 

29.3% 

rk  1994  ACTIMIY 

SEPTEMBER  30.  1994  POSITION 

TOTAL 

Unsold  Purchases  (Finished  Inventor)-) 

S286.5 

TOTAL  ¥VSD  AUTHORITY 

SI  070.0 

R.ATIO 

26.8% 

r\  1993  Acn\Tn 

SEPTEMBER  30.  1993  POSITION 

IQIAL 

Unsold  Purchases  (Finished  Inventor)  ) 

$  1826 

TOTAL  TVKD  AUTHORITY 

$1,070.0 

lUATlO 

17.1% 

T\  1992  Acnv-m' 

SEPTEMBER  30, 1992  POSITION 

TOTAL 

Unsold  Purchases  (Finished  Inventory) 

S  179.4 

TOTAL  FUND  AUTHORITY 

$1,070.0 

iUATIO 

16.8% 

ni 
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Appendix  A«  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  III  •  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

SPECIAL  DEFENSE  ACQUISITION  FUND>  ACCOUNT  4116; 

lUtio  of  Ufisold  Pnrchises  to  Tou!  Fund  Anthority  is  of  Fiscal  Year  End 


(continued) 

n  1991  AcmiTY  total 

SEPTEMBER  30, 1991  POSITION 

Unsold  Purchases  (Finished  Inventory)  $422.1 

TOT.AL  FUND  AUTHORITY  $1070.0 

R.AT10  39.4% 

NARR.ATnX: 


This  performance  indicator  sho^^'5  the  relationship  between  the  unsold  purchases 
and  the  total  fund  authoht>'  The  ratio  is  calculated  by  dividing  the  value  of  unsold 
purchases  by  the  total  of  fund  authorin'  provided  under  the  U.S.  Sutute.  The  amounts  for 
FYs  1 995  through  FY  1 992  represent  a  physical  inventory  value  as  provided  by  the 
Militarv  Departments.  The  FY  1991  amount  was  based  on  a  "constructK'c'’  mvcniory 
position. 

SOIRCE: 

Milhaty  Departments  (for  FY  1995  through  FY  1992). 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ Supplemental 

PART  III  -  SITPLEMENTAL  FINANCUL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFOR>UNCE  INDICATORS 

SPECIAL  DEFENSE  ACQUISITION  FITND.  ACCOLTST  4116: 

Gain  or  Loss  on  Cases  Qosed  During  the  Fiscal  Year 

THOUSANDS  ($  X  000) 


n  1995  ACn\Tn':  TOTAL 

Gross  Value  (Gain)  $1 5*545. 1 

Unsalable  Invenioo*  Assets  Written  Off  »15.545  1 

Net  Gain  $0.0 

FV  1994  ACTTVir^ :  TOTAL 

Gross  Value  (Gain)  $22*256.9 

Unsalable  lnvemor>*  .Assets  Written  (Off  »22.2S6.9 

Net  Gain  $0  0 

n  1993  ACn\Tn :  TOTAL 

Gross  \  alue  (Gain)  $14*804.6 

Unsalable  Im-cnton'  Assets  Wrincn  Off  -14.804  6 

Net  Om  SO.O 

n  1992  ACmiTY:  TOTAL 

Gross  Value  (Gain)  $9*722.3 

Unsalable  lirvcntory  Assets  Wrincn  Off  -8.091 .0 

NeiGain  $1*631.3 

R  1 99 1  ACTI\‘m':  TOTAL 

Gross  Value  (Gain)  $1 1*1 56.7 

Unsalable  Inventor^’  Assets  Written  Off  ^ 

NeiGain  ‘  $11,156.7 


NARRATTVT:  This  performance  indicator  is  based  on  cases  closed  and  gains  realized 
during  the  Fiscal  Year  (FY).  Due  to  the  decapitalization  of  the  fund*  a  FY  1995  gain  of 
$1 5,M5,063.03  was  used  to  write-off  unsalable  equipment.  In  FY  1994.  the  gain  of 
$22*256*908  80  was  also  used  to  write-off  unsalable  equipment.  There  were  no  funds 
returned  to  Treasury  in  FY  1 993,  FY  1994  or  FY  1 995.  At  the  end  of  FY  1992,  a  total  of 
$1,863,949.08  was  returned  to  Treasury.  This  included  the  FY  1992  gain  ($1,631.3 
thousands)  and  the  net  gain  ffom  prior  fiscal  years  ($232.6  thousands).  The  amounts  for 
FY  1995  through  FY  1991  are  provided  for  comparison. 

SOmCE:  DS.AA  Special  Defense  Acquisition  Fund  Management  Information  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  111  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENTINFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMSl  TRUST  FUND. 
ACCOUNT  8242: 


Stw  Sales  Cases  Accepted  and  Aneadmeiits  ?rece>sed 


ry  1995  AcnviTY 

mSDL 

USAF 

OTHER 

total 

NEW  FY  1 995  SALES  CASES 

745 

625 

600 

250 

2.220 

CASE  AMENDMENTS-AU,  VEARS 

m 

m 

22 

S3& 

TOTAL 

991 

7g4 

751 

270 

X'm 

1994  actimtv 

AKM\ 

SAW 

USAF 

OTHER 

isi^ 

NEW  FY  1994  SALES  CASES 

732 

632 

556 

228 

Z148 

CASE  AMENDMENTS-ALL  YEARS  194 

109 

ill 

2 

Mi. 

TOTAL 

926 

741 

689 

235 

2.591 

T\  1993  ACnVlTV 

mx 

PTBfP 

TftJAlr 

NEW  F^M993  SALES  CASES 

793 

630 

576 

277 

2J76 

CASE  AMENDMENTS-ALL  YEARS  175 

m 

22 

2 

TOTAL 

96S 

756 

673 

279 

2.676 

F\'  1992  ACTIVU  V 

ARMY 

SAW 

USAF 

fixasB 

laiAL 

NE>^’  FY  1 992  SALES  CASES 

906 

658 

605 

271 

2.440 

CASE  AMENDMENTS-ALL  YEARS  174 

m 

22 

£ 

IH 

TOTAL 

L080 

793 

702 

279 

Z854 

FI'  1991  ACTIMTY 

hum 

nm. 

USAF 

P.IHEB 

TgTAV 

NEW  FY  1991  SALES  CASES 

1.156 

695 

667 

310 

2.828 

CASE  AMENDMENTS-ALL  yEARS221 

121 

112 

2 

465 

TOTAL 

1.379 

816 

779 

319 

3.293 

NARRATTVX: 

This  perfonnance  indicator  shows  the  number  of  new  sales  cases  implemented  and 
the  number  ofcascamendmems  processed  to  existing  cases  during  cadi  fiscal  year.  While 
amendments  are  identified  to  the  ori^nal  case,  fiiey  are  not  identified  to  the  fiscal  year  of 
the  original  case/sale.  Several  amendments  during  the  muhiple-year  fife  of  any  ease  is 
considered  reasonable. 

SOURCE:  DSAA 1200  System 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  111 .  SUPPLEMENTAL  HNANOAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS^  TRUST  FUND. 

ACCOLIST  8242: 


Ordered  Value  of  NevF  Sales  Cases  Accepted  and  Amendments  Processed 
THOUSANDS  ($  X  000) 


n*1995 

New  Cases 

Ay-MY 

ISAVV 

USAF 

other 

TOTAL 

and  Amend 

2.635.293 

3,355,558 

2,988,144 

75.222 

9,054,218 

n*1994 

New  Cases 

NA\^^ 

USAF 

XQIAL 

and  .^mend 

2.013.972 

3,545.79.^ 

6.946,338 

359,451 

12.865.356 

FV  1993 

New  Cases 

AR^^v 

NA\’^ 

ilSAZ 

OTHER 

IQT.^V 

and  Amend 

7.5S7.23S 

4,446.413 

21.135,646 

46.699 

33.215.993 

n  1992 

New  Cases 

ARMY 

^A\*^ 

USAF 

OTHER 

total 

and  .Vnend 

3,303.244 

4.988,398 

6.664.151 

215,954 

15.171.747 

n*i99i 

New  Cases 

AR.M^ 

XA\T 

USAF 

glHIF 

TOT.AL 

and  Amend 

11,392.375 

3,996,086 

8,131.988 

267,138 

23.787,585 

NARRATnr\T; 

This  performance  indicator  describes  the  dollar  value  for  new  sales  rases  and 
amendments  to  existing  sales  cases.  This  dollar  value,  taken  with  the  level  of  acti\^t>'  in 
the  indicator,  *7^ew'  Sales  Cases  Accepted  and  Amendments  Processed,**  provides  an 
appreciation  of  the  relative  amounts  of  acthdiy  among  the  implementing  agencies. 

SOTOCE: 

DSAA  1200  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental  ■  _ 

PART  III  •  SUPPLEMENTAL  FINANCUL  AND 
MANAGEMENTINFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  (TMSl  TRUST  FUND. 
ACCOlTNT8242t 

Ordered  Value  of  New  A  Aaeuded  Sake  Caace  by  Major  Catefoiy 


THOUSANDS  ($  X  000) 


fUSSS 

Awrv 

NAW 

USAF 

OTHER 

TOTAL 

Aircraft 

958,217 

704,069 

1,036,860 

381 

2,699,526 

Missies 

213,719 

506,127 

261,747 

0 

981,594 

Ships 

1,223 

165^92 

0 

651 

167,166 

Vth  Si  Wpns 

112,767 

186,228 

145,916 

127 

445,039 

Ammunition 

57,460 

123,480 

55,120 

976 

237.036 

Training 

105,128 

116.097 

198,456 

5,725 

425.405 

Misc/Other 

1016.772 

um^i 

67.362 

TOTAL 

2,635,293 

3355,558 

2,988,144 

75322 

9,054318 

Eum 

NAW 

USAF 

OTHER 

TOTAL 

Aircraft 

374,306 

1,081,437 

4,074,339 

2,376 

5,532.458 

Misses 

326,507 

670,295 

367,869 

721 

1365,392 

Ships 

538 

187.630 

0 

2.616 

190.784 

Vch  £  Wpns 

310,128 

81.344 

196,315 

6.131 

593.918 

Ammunition 

154,499 

149,370 

52,893 

4,545 

361.307 

Training 

57,345 

273,770 

192,795 

542 

524,452 

Misc/Oihcr 

7-90J59 

U0L949 

2.061,897 

4.296.925 

TOTAL 

2,013,882 

3,545,795 

6.946,138 

359,451 

12.865,236 

£0223 

ARMY 

NAW 

USAF 

OTHER 

TOTAL 

Aircraft 

328,092 

1,817328 

14,818,453 

564 

16,964,337 

Missies 

^706,077 

523,590 

578.892 

4,979 

3,813,538 

Ships 

2,552 

230,271 

0 

1.88] 

234,704 

Veh&Wpns 

1,600,214 

265307 

520,085 

435 

2.385.941 

Ammunition 

168,050 

101,190 

82,171 

800 

352311 

Training 

254,532 

209,366 

1,077333 

14 

1,541,145 

Misc/Other 

2.527,71? 

1299.561 

28,026 

T924.n7 

TOTAL 

7,587,235 

4,446,413 

21.135.646 

46,699 

33315,993 
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Appendix  A.  Disclaimer  of  Opinion  and  Ilnancial  Statements  Audited 


Supplemental 


PART  III  -  SUPPLEMENTAL  FINANCUL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS^  TRUST  FUND. 
ArCOl’NT8242: 


Ordered  Value  of  Nevv  &  Aneuded  Sales  Cases  by  Major  Category  (Continued) 


n'  1992 

NAVY 

IZSAE 

OTHER 

total 

Aircraft 

732,837 

2.914,386 

4,334.059 

318 

7,981,600 

Missiles 

509,257 

339,723 

292,064 

120,732 

1,261.776 

Ships 

0 

178.628 

0 

104 

178.732 

Veh  &  Wpns 

391,774 

94,383 

179,629 

8,432 

674,218 

Ammunition 

60,134 

104.309 

70.508 

13.995 

248.946  ■ 

Training 

151.929 

141.588 

410.188 

112 

703.817 

Misc/Other 

1.457.313 

L215.38J 

L377.703 

72.261 

TOTAL 

3,303.244 

4.988.398 

6,664.151 

215.954 

15,171.747 

n'  1991 

AR.\n 

NA^T 

L^SAF 

OTHER 

total 

Aircraft 

510,015 

555.799 

3.530.599 

199 

4.596.612 

Mssiles 

1.070,  ISO 

490,928 

85.111 

21.214 

1,667.433 

Ships 

42,650 

239,898 

0 

0 

282.548 

Veh  &  W'pns 

4,408,670 

341,034 

6,487 

149 

4,756,340 

Ammunition 

544,847 

61.058 

152.953 

17,864 

776.722 

Training 

178.331 

458.891 

283.506 

181 

920,909 

Misc/Other 

l.?4M7g 

5L£72J22 

227,531 

imish} 

TOTAL 

11,392.373 

3.996.086 

8,131.988 

267.138 

23.787.585 

narratim:; 

This  indicator  classifies  the  various  kinds  of  execution  activitjes  and  shows  the 
distribution  of  major  weapons  sales  cases  among  the  implementing  agencies. 

SOURCHE: 

DSAA  1200  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental  _ _ _ 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENTINFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  (TMS^  TRUST  FUND. 

ACCOUNT  8242: 


Sales  Cases  Oosed 


n' i995ACTivrrv 

ARMY 

NAVY 

USAFfiTHER  TOTAL 

C ASES  CLOSED  FOR  MX  YEARS 

U99 

S09 

736  323  3,167 

FY1994ACTlVrrY 

mu 

NAVY 

USAFOTHER  TOTAL 

CASES  CLOSED  FOR  ALL  YEARS 

1,301 

763 

774  346  3,184 

F\  IWSACmTH* 

NAV\* 

USAFOTHER  TOTAL 

CASES  CLOSED  FOR  ALL  YEARS 

1.344 

731 

723  328  3,126 

TV  1992  ACTrvm* 

^AVT 

USAFOTHER  TOTAL 

CASES  CLOSED  FOR  AU  YEARS 

1.140 

576 

660  360  2,736 

FY’  1991  ACmiTY’ 

ARMY 

NAVY 

USAFOTHER  TOTAL 

CASES  CLOSED  FOR  ALL  YEARS 

1,099 

507 

679  358  2,643 

NARRATTVX: 

This  indicator  demonstrates  the  nun^)er  of  Sales  Cases  "Gosed**  during  the  fiscal 
year.  The  "closure**  of  a  sales  case*  like  the  conviction  of  a  legal  contract,  occurs  when 
all  the  terms  have  been  met.  Sales  Cases  must  be  l^all>',  logistically,  and  financially 
"complete"  prior  to  closure. 

SOITRCE: 

DSAA  1200  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _ Supplemental 

PART  III .  SUPPLEMENTAL  FINANCUL  AND 
MANAGEMENTINFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS>  TRUST  FUND. 

ACCOUNT  8242: 


Ordered  Value  of  Sales  Cases  Qosed 

THOUSANDS  (S  X  000) 


n  1995  ACTIMT^ : 
Closed  Cases  - 

NA\^^ 

OTHER 

TOTAL 

All  Years 

3.844.904 

2.367,114 

3,762,09$ 

100,263 

10,074.379 

Fy  1994  ACnMTV : 
Closed  Cases  • 

NA\T 

USAF 

glHEB 

TOTAL 

All  Years 

3.057.325 

2.090.171 

1,921.989 

156.189 

7.2:5.674 

n  1993  ACTIVm': 
Closed  Cases- 

ARM^ 

NA\T 

m£ 

OTHER 

TOTAL 

All  '^'cars 

1.458.137 

516.151 

1.129.447 

109.591 

3.:j5..‘!:6 

R  1992  ACTIVm : 
Clo.sed  Cases  - 

ARM^ 

NA^^ 

USAF 

fiTHgR 

total 

All  Years 

835.782 

400,249 

i;269.442 

156.798 

2,662.271 

R  1991  ACmTH': 
Closed  Cases  - 

ARNn- 

NA\^ 

rSAF 

OTHER 

total 

All  Years 

1,823,310 

285,821 

1.636,792 

85,766 

3.831.689 

NARRATIVX: 

This  indicator  shows  the  dollar  value  of  all  sales  cases  closed  during  each  fiscal 
year.  These  dollar  values,  taken  whh  the  level  of  activity  in  the  previous  indicator  "Sales 
Cases  Closed."  demonstrates  one  of  several  complexities  in  comparing  numbers  of  cases 
with  their  dollar  values  and  by  implementing  agency. 

SOURCE: 

DS.AA  1200  S>'stcm. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Snpplemeotal 


PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENTINFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  (FMS^  TRUST  FUND. 
ACCOUNT  8242: 


Aged  Nnmbcr  of  Soles  Cases  Closed 


1995ACTIMTV 

NAW 

USAF 

other 

TOTAL 

AGE  0-5  Years 

463 

172 

222 

239 

1.096 

AGE  6- 10  Years 

SS4 

377 

350 

67 

1.378 

AGE:  11.15  Years 

196 

198 

131 

16 

541 

AGE:  16-20  Years 

50 

51 

29 

1 

131 

AGE;  2CK  Years 

11 

i 

21 

TOTAL 

099 

809 

736 

323 

3.167 

ry  1994  AcmiTV’ 

mu 

NAW 

USAF 

OTHER 

TOTAL 

AGE  0-5  Years 

518 

210 

247 

253 

1,228 

AGE.  6-10  Years 

619 

352 

369 

79 

1.419 

AGE:  11-15  Years 

130 

154 

135 

13 

432 

AGE  16-20  Years 

29 

39 

20 

1 

89 

AGE;  20^  Years 

5 

& 

1 

Q 

i§ 

TOTAL 

1,301 

763 

774 

346 

3.184 

fy  1993  AcnvTn* 

mix 

NAV^ 

USAF 

filBEE 

rstJAh 

AGE  0-5  Years 

620 

212 

281 

204 

1,317 

AGE;  6- 10  Years 

592 

401 

326 

109 

1.428 

AGE:  11-15  Years 

107 

104 

102 

13 

326 

AGE;  16-20  Years 

23 

14 

11 

2 

50 

AGE:  20+ Years 

2 

1 

Q 

TOTAL 

1,344 

731 

723 

328 

3.126 

Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ Snpplemental 

PART  111  -  SITPLEMENTAL  FINANCIAL  AND 
\tANAGEMENTINTORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS>  TRUST  IIJND. 

ACCOUNT  8242: 


Aged  Number  of  Sales  Cases  Oosed  (Continued) 


n  1992  AcnvTn* 

ARM^ 

NA\T 

USAF 

other 

TOT-^L 

AGE.  0-5  Years 

$75 

208 

304 

206 

1.293 

AGE  6-10  Years 

494 

291 

246 

126 

1.157 

AGE  11-15  Years 

62 

69 

90 

27 

248 

age  16-20  Years 

9 

8 

19 

1 

37 

AGE;  2CH  Years 

0 

Q 

i 

2 

I 

TOT.U 

1,140 

576 

660 

360 

2.736 

n  1991  ACTivm 

ARNn 

NA\T 

USAF 

QJSS& 

total 

age  0-5  Years 

550 

196 

305 

220 

1.271 

AGE  6-10  Years 

445 

36 

278 

127 

1.886 

AGE  11-15  Years 

86 

69 

81 

11 

247 

AGE  16-20  Years 

18 

6 

13 

0 

37 

AGE  20“  ^‘ears 

Q 

2 

Q 

»> 

m 

TOT.AL 

1,099 

307 

679 

358 

2.445 

NARR^nxX: 

This  performance  indicator  re\'eal5  the  ace  or  "life  cycle"  of  the  sales  cases  closed 
The  avcraue  6-^  year  life  of  a  case  is  directly  attributable  to  its  complexity.  Major  weapon 
system  procurements,  such  as  aircraft  and  construction  cases,  require  more  time  to 
^ecute  and  complete  ftnancial  close-out  than  does  logistics  and  training  cases. 

SOURCE: 

DSAA  1200  System, 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


SupDlemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 

MANAGEMENTINFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

ACCOLTST  8242: 

Aced  Vahie  pf  Sales  Closed 

THOUSANDS  (S  X  000) 

FV'  1995  ACTIVTn'; 

ARMY^ 

USAF 

OTHER 

total 

AGE;  0-5  Years 

210,680 

54,187 

95,249 

13.44$ 

373,564 

AGE;  6-10  Years 

L018J80 

420,114 

$46,797 

79,726 

2.064,817 

AGE  11-15  Years 

1,517,359 

695,596 

647.682 

6,621 

2.867.258 

AGE-  16-20  Years 

L070.080 

884,882 

2,164,623 

468 

4,120.053 

AGE;  20-  Years 

28-604 

312.335 

307-748 

Q 

^8,687 

TOTAL 

3,844.905 

2.367,114 

3,762,099 

100.263 

10,074.379 

FY  1994  ACrmn': 

ARMY 

NAVT 

USAF 

OTHER 

TOTAL 

AGE  0-5  Years 

195.796 

36.932 

76,530 

16.662 

325.920 

AGE:  6-10  Years 

1.573,045 

178. 1 80 

431.065 

119,191 

2.301.481 

AGE  11-15  Years 

764.210  * 

598.934 

714,291 

20.317 

2.097,752 

AGE.  16-20  Years 

388,742 

586.179 

449.542 

19 

1.424.482 

AGE:  20-  Years 

689-945 

250-561 

0 

TOT-AL 

3,057,325 

2.090.170 

1,921,989 

156.189 

7.225,673 

n'  1993  ACTIVm: 

Asmi 

NA\T 

USAF 

OTHER 

IQUL 

AGE;  0-5  Years 

195,797 

33J289 

56,567 

9,477 

295.130 

AGE  6-10  Years 

564,434 

176,896 

316,279 

88,586 

1,146.195 

AGE;  11-15  Years 

440,231 

198,906 

259.611 

1U28 

910.076 

AGE:  16-20  Years 

249,487 

107,059 

143,431 

199 

500.176 

AGE;  20+  Years 

8.188 

Q 

3S3.S59 

Q 

361-747 

TOTAL 

1.458.137 

516,150 

1,129,447 

109.590 

3.213.324 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  Ill  -  SUPPLEMENTAL  FLNANCUL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMSl  TRUST  FUND. 

ACCOLHST  8242: 


Aged  Value  or  Saks  Cases  Closed  (contiiiued) 


n  wi  Acnvm  : 

AKVn- 

NA\T 

USAF 

OTHER 

IQIAL 

AGE*  0-5  Years 

141.347 

45.730 

58.824 

44,552 

290.455 

AGE.  6-10  Years 

34K216 

147.936 

126.252 

103.661 

719.065 

AGE  11-15  Years 

283,614 

171.297 

281.616 

8,538 

745.065 

AGE.  16-20  Years 

69.605 

35.286 

657.309 

47 

762.247 

AGE:  20-  Years 

Q 

Q 

145.441 

Q 

145.441 

TOT.AL 

835.782 

400,249 

1,269,442 

156.798 

2.662.271 

n  1991  ACTIMTS’; 

AR^Nn 

NA\T 

TJSAF 

OTHER 

IgTAl 

AGE  0-5  Years 

109.632 

40.439 

69.499 

50,299 

269.869 

AGE  6-10  Years 

511,166 

70..*i42 

252,545 

31.527 

865,780 

AGE  11-15  Years 

474.583 

76.394 

477.785 

3.941 

1,032.705 

AGE.  16-20  Years 

727,929 

98.445 

$51,261 

0 

1,377.635 

AGE  20^  Years 

Q 

285.702 

12 

285.702 

TOT.AL 

3.823,310 

285.820 

1.636.792 

85.767 

3.831.689 

NARR.4Tl\X: 

This  performance  indicator  shows  the  age  and  value  of  cases  closed  by 
implememinc  agency.  The  higher  valued  procurement  and  construction  cases  require 
more  time  to  close,  have  a  greater  procurement  and  construction  lead  time  requiremem. 
and  have  a  higher  price  due  to  the  required  complexities  and  the  amoum  of  labor  im^Ked 

SOmCE: 

DSAA  1200  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Blnancial  Statements  Audited 


Supplemental  _ 

PART  ni  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMSl  TRUST  FUND. 

ACCOL-NT8242: 

Value  of  Defense  Articles  and  Services  Delivered 


MaXIONS(5  X  000,000) 


TY  IWSACmTH'; 
Delivered  Value 

AJtMY 

5,149.3 

NAVT 

2,633.7 

USAF 

3,972.7 

OTHER 

79.0 

TOTAL 

11.834.7 

n*  1994  xenvm': 

Delivered  Value 

ARMY 

Z649.7 

2,588.7 

USAF 

4,941.2 

OTHER 

132.9 

total 

10,312.5 

F4  1993  ACmm': 
Delivered  Value 

ARMY 

2,935.1 

NAW 

Z940,0 

liS6l 

5,581.) 

OTHER 

126.6 

TOTAL 

11,582.8 

¥Y  1992  ACTIMTV; 
Delivered  Value 

ARMY 

3,154.2 

NA\T 

1,8556 

USAF 

4,845.1 

OTHER 

1614 

TOTAL 

10,016.3 

1991  ACmi'n': 
Delivered  Value 

ARM4^ 

2,834.0 

NAV\^ 

1.462.0 

USAF 

4,864.0 

OTHER 

99.0 

TOTAL 

9J159.0 

NARR.4TI\X: 

This  perfonntnce  indicator  shows  the  vslue  of  snides  and  services  provided  to 
customer  countries  during  the  year.  These  transactions  are  generated  by  the  DoD  Form 
250.  "Ddivtred  Value*  includes  case  activities  for  all  years  and  all  cases. 


SOURCE: 

DSAA  1200  System. 
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_ Supplemental 

PART  111  -  SUPPLEMENTAL  FINANCUL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 


FOREIGN  MILITARY  SALES  fFMS)  TRUST  FUND. 
ACCOl^n-  8242: 

Ratio  of  Dtliveries  to  Ending  Undelivered  Balance 


?\  1995  ACTrVTTY: 

Becinninu 

Undelivered  Bal 

New  Orders 

MILLIONS  ($  X  000,000) 

Alt\n’  NAVY 

28.730  29,335 

2.635 _ 3.356  _ 

USAF 

46.621 

2.988 

other 

1,134 

75 

total 

105.820 

9054 

Total  Undelivered  Orders 

31.366 

32,691 

49.609 

1,209 

114.874 

Less 

All  Deliveries 

5,149 

2.634 

3.973 

79 

.  11.835 

End  Undelivered  Balance 

26.216 

30,057 

45,636 

1.130 

103.040 

Ratios  by  lA  and 

Total: 

19.64% 

8.76% 

8.71% 

6  99®/o 

11.49% 

n  1994  ACn\Tn : 

abmi 

NA>T 

USAF 

OTHER 

TOTAL 

Beginning 

Undelivered  Bal 

29.366 

28.378 

44.616 

90S 

103.268 

Neu  Orders 

2,014 

3.546 

6.946 

359 

12.865 

Total  Undelivered  Orders 

31.380 

31.924 

51.562 

IJZ67 

116.133 

Less 

All  Deliveries 

2,650 

2.589 

4941 

133 

10.513 

End  Undeli\‘ered  Balance 

28.730 

29.335 

46.621 

1.134 

105,820 

Ratios  by  lA  and 

Total 

9.22% 

8.82% 

10.60% 

11.72% 

9.75% 

n'  1993ACTmTV': 

Ar<M\ 

NA\T 

USAF 

OTHER 

TOTAL 

Bcginiunc 

Undelivered  Bal 

24,714 

26.871 

29.061 

987 

81.633 

Ncu*  Orders 

7.587 

4.446 

__21.135 

46 

33.214 

Total  Undelivered  Orders 

32,301 

31,317 

50,196 

1,034 

114.847 

Less: 

All  Deliveries 

2.940 

5.581 

126 

_  11.582 

End  Undelivered  Balance 

29,366 

28,377 

44,615 

907 

103,265 

Ratios  by  lA  and 

Total 

9.99^0 

10,36% 

12.51% 

13.95% 

11.22% 

325 
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Supplemental 

PART  Ill  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  ffMS^  TRUST  FlINH. 
ACCOUNT  8242! 

Ratio  of  Deliveries  to  Ending  Undelivered  Balance  (Cbntinned) 


MILLIONS  ($  X  000,000) 


Dt  1992  ACnvny: 
Beginnine 

Undelivered  Bal. 

New  Orders 

AXMf\ 

24,565 
^  3J03 

NAW 

23,739 
_  4.988 

USAF 

27,242 

6.664 

OTHER 

933 

216 

TOTAL 

76.479 
___  15J7I 

Total  Undelivered  Orders 

Less; 

27,86S 

28,727 

33,906 

1,149 

91.650 

All  Deliveries 

3,154 

1.855 

4845 

161 

10.015 

End  Undelivered.Balance 

Ratios  by  lA  and 

24,714 

26,872 

29,061 

988 

81.635 

Total: 

12.76% 

6.91% 

16.67% 

16.35% 

12.27% 

n  1991  Acrmn*; 
Beginning 

AR.\n 

NA\T 

USAF 

OTHER 

TOTAL 

Undelivered  Bal. 

16,007 

2U05 

23,974 

765 

61.951 

New  Orders 

J  1.392 

_  3.996 

_  8.132 

267 

23.787 

Total  L^elivered  Orders 

Less; 

27,399 

25,201 

32,106 

1.032 

85,738 

All  Ddiveries 

_2.834 

L462 

4.864 

99 

9259 

End  Undelivered  Balance 

Ratios  by  lA  and 

24,565 

23,739 

27.242 

933 

76,479 

Total; 

11.54% 

6.16% 

17.85% 

10.61% 

12.11% 

126 
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Supplemental 


PART  III  •  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 


ACCOUNT  8242: 

lUtio  of  Deliveries  to  Endins  Vnddiveretf  Baboce  (CMtmBed)  NARRATIVE: 

This  pcrfomance  indicator  displays  the  TUtioofDcIiverics  to  Ending  Balance*.  TheFY 
1995  deliveries  (exeewion)  were  1 1.49%  of  the  ending  balance  of  undelivered  orders  while  FY 
1 994  u-as  9.75%.  This  ratio  also  indicates  that  FY  1993  deliveries  (execution)  were  1 1 of  the 
ending  balance  of  undelivered  orders  as  compared  to  FY  1992  percentage  of  12.3%.  Additional 
comparisons  reveal  FY  1993  deliveries  were  14.1%  of  the  b^inmng  balance,  34.8%  of  the  ne>N* 
orders  placed,  and  1 0. 1  %  of  the  total  undelivered  orders  for  the  year.  The  FY  1992  deliveries 
were  13,  l%ofthc  beginning  balance.  66.1%  of  the  new  orders  placed,  and  10.9%  of  the  total 
undelivered  orders  for  the  year.  The  obvious  increase  in  FY  1992  unddivered  orders  w»as 
direct!)'  attributable  to  the  increased  FY  1 992  and  FY  1 99 1  sales  related  to  the  Desen 
ShieldDesen  Storm  Military  Operation. 

SOrRCE: 

DS.AA  1200  System. 
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Supplemental  ________________________ 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMSI  TRUST  FUND. 
ACCOLWr8242; 

Value  of  New  ObUtitioBs 


MILUONS  (S  X  000.000) 


n'  1W5  ACrnTTY 
Value 

ARjvn* 

3,717.0 

NAVT 

5,649.9 

5,055.2 

OTHER 

446.2 

TOTAL 

24,868.3 

V\  1994  ACTIVITY 
Value 

AR.Vn^ 

3,242.4 

NAW 

4,928.5 

USAF 

4,409.7 

OTHER 

389.0 

TOTAL 

12,969.6 

n*  1993ACn\Tn': 
Value 

ARMY 

3.338.4 

NAVT 

5.074.3 

USAF 

4,540.2 

OTHER 

400.6 

jsnAk 

13,353.5 

n  1992  ACn\TTY: 
\'alue 

ARM^- 

3.607.7 

NA^T 

5.378.3 

USAF 

4,914.9 

OTHER 

426.8 

TOTAL 

14,327.7 

n  1991  ACnVlTY: 
\’alue 

ARMV* 

5.81.S.6 

fiAvy 

2.842.1 

USAF 

5,284.0 

OTHER 
482  8 

TOTAL 

14.424.5 

NARRATINX: 

This  performance  indicator  demonstrates  the  value  of  procurement  contrans 
au-arded  and'or  orders  placed  during  each  of  the  fiscal  years.  These  values  represent  new 
orders  of  goods  and  services  which  the  production  and  delivery  require  consdertble 
logistical  and  financial  planning  and  sev^  yevs  to  fully  execute. 

SOURCE; 

FMS  Tmst  fund  General  Ledger: 
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Snppiemental 


PART  III  -  SUPPLEMENTAL  nNANClAL  AND 
MANAGEMENT  INFORMATION 


A  ADDITIONAL  PERFORMANCE  INDICATORS 


ACCOUIVT  8242: 

Value  of  New  Obtigations  liquidated  •  AH  Years 

MILUONS  ($  X  000,000) 
FY  1995ACmTn:  ARM>^  NAVY  USAF 

Value  4,964.2  3,085,9  4,830.1 


abmi 

4,964.2 

NAVY 

3,0859 

USAF 

4,830.1 

OTHER 

536.8 

TOTAL 

13,417.0 

ARM>^ 

4,902.9 

NAVY 

3,090.9 

USAF 

4,849.3 

CTHEB 

377.7 

total 

13,220.8 

ARM>* 

4,553.3 

NAW  ' 
3,623.8 

USAF 

4,657.2 

OTHER 

327.5 

TOTAL 

15,161.8 

ARlvn^ 

4.149.7 

NAVT 

3.431.5 

USAF 

4,727.5 

OTHER 

131.1 

total 

12,439.8 

ARNn 

3,081.3 

UAVi: 

2,754.3 

mi 

5,593.5 

OTHER 

42.4 

lom. 

11,471.5 

NARR.AT1\TE; 

Values  represent  all  disbursements  paid  to  contraaors  for  woric  performed  and 
reimbursements  paid  to  the  military  departments  for  anicles  and  services  provided. 

SOURCE; 

FMS  Trust  Fund  General  Ledger. 
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Supplemental 


PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  rFMSl  TRUST  FUND. 
ACCOLTST8242: 


lUtio  of  UnliqBidated  Obligitions  to  Open  Case  Values  as  of  Fbcal  Year  End 


MILLIONS  ($  X  000.000) 

Sep  30, 1995  ARSf\  SAW  USAF  OTHER 

Value  of  Open 

Cases  58,910.4  $8,263.1  105,091.0  1,751.9 

DFAS- 

Unliquidated  Obligations  S24,250.3 

Ratio  of  Unliquidated  Obligations  to  Open  Cases  1 0.83% 

Sep  30, 1994  ARlvn^  ESAF  OTHER 

Value  of  Open 

Cases  60,503.0  57.438.1  106,407.5  1.826,1 

DFAS. 

Unliquidated  Obligations  S22.799.0 

Ratio  of  Unliquidated  Obligations  to  Open  Cases  lO.O^o 

Sep  30, 1993  ARm^  NAVT  USAF  OTHER 

\'iue  of  Open 

Cases  61,775.8  56.573.8  101.818.2  1,641.4 

DF  AS - 

Unliquidated  Obligations  S23,050. 1 

Rado  of  Unliquidated  Obligations  to  Open  Cases  1 0.4% 


TOTAL 

224.0164 


TOTAL 

226.174.7 


total 

$221,809.2 


Sep  30, 1992  ARMY 

Value  of  Open 

iiSAL 

OTHER 

Cases  58.821.9 

52,829.8 

82.884.1 

1,740.1 

saac- 

Unliquidated  Obligations 

$22,858.5 

Ratio  of  Unliquidated  Obligations  to  Open  Cases 

11.6% 

TOTAL 

$196,275.9 
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Supplemental 


PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 


ACCOUNT  8242; 


Ratio  or  Unliquidated  Oblisatioiis  to  Open  Case  Values  as  of  Fiscal  Year  End 


Sep30,1991  NAVY  VSAT  OTHER  TOTAL 

Value  of  Open 

Cases  56,938.8  48,574.7  78,121.8  1,695.3  $185,330.6 

SAAC. 

Unliquidated  Obligations  S2 1 ,05 1 .2 

Ratio  of  Unliquidated  Obligations  to  Open  Cases  1 1 .4% 

NARR.ATI\X: 

This  compares  the  value  of  unliquidated  obligations  to  the  value  of  the  open  cases  at  fiscal 
year-end.  No  adjustment  has  been  made  for  previous  execution  or  prior  obligations  liquidated. 
Note:  Defense  Finance  and  Accounting  Service  (DFAS).  Denver  Cemer.  case  values  are  included 
in  -OTHER- 

SOURCE: 

DSA.A  1200  System  and  ACCT  RPT(M)1 176  (Repon  on  Budget  Execution). 
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Appendix  A.  Disclaimer  of  Opinion  and  financial  Statements  Audited 


SupplemeDtal 


PART  111  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS^  TRUST  FUND. 
ACCOl^T8242t 


Trust  Fond  nnd  Interest  Betring  Account  BnUnces  ns  of  Fiscal  Year  End 

MILUONS($  X  000,000) 


BALANCES  AS  OF  SEPTEMBER  30, 1995  TOTAL 

Trcasuo'  Cash  Balance  for  Account  8242  $5,462.0 

Cash  and  Monetary'  Assets  7,794. 1 

Accounts  Receivable  2,538.  ] 

Accounts  Payable  ^182.1 

TOTAL  $15,632.1 

BALANCES  AS  OF  SEPTEMBER  30, 1994  TOTAL 

T reasuT>'  C ash  Balance  for  Account  8242  S6.409. 6 

Cash  and  Monetary  Assets  6,641 .0 

Accounts  Receiv'able  4, 1 1 7. 8 

Accounts  Pa\*able  «142.5 

TOTAL*  $17,025.9 

BALANCES  AS  OF  SEPTEMBER  30, 1993  TOTAL 

Treasury  Cash  Balance  for  Account  8242  6,594.6 

Cash  and  Monetary  Assets  6,612.6 

Accounts  Receivable  1,444.2 

Accounts  Payable  S^85  0 

TOTAL  $14,166.4 

BALANCES  AS  OF  SEPTEMBER30, 1992  TOTAL 

Treasury  Cash  Balance  for  Account  8242  $6,5 1 6. 9 

Cash  and  Monetary  Asseu  6,669.8 

Accounts  ReceK-able  8,603.3 

Accounts  Payable  *182.1 

TOTAL  $21,607.9 
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_ _ _ _  SnpplemeDtal 

PART  III .  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A  ADDITIONAL  PERFORMANCE  LNDICATORS' 

FOREIGN  MILITARY  SALES  fFMS)  TRUST  FUND. 

ACCQLTsT  8242; 


Trust  Fund  and  Interest  Bearing  Account  Balances  as  of  Fiscal  Year  End 
(Continued) 


BALANCES  AS  OF  SEPTEMBER  30, 1991 

TOTAL 

Treasury  Cash  Balance  for  Account  S242 

$6,776.7 

Cash  and  Monetary-  Assets 

5.187.0 

Accounts  Receivable 

8,603.3 

Accounts  Pa>-able 

>181  7 

TOT.AL 

S20.385.3 

NARR.4T1\X; 

Foreign  Military*  Sales  (FMS)  Trust  Fund  Accounting  is  managed  by  the  Defense 
Finance  and  Accounting  Service  (DFAS).  Denver  Center  to  ensure  sufficient  customer 
funds  are  on  hand  to  meet  the  daily  cash  requirements  of  the  miliiao'  depanmems. 

During  FY  1995,  approximately  SI  3.41 7.0  million  was  disbursed  to  implement 
customers'  orders.  This  requirement,  compared  to  the  cash  and  imerest  bearing  account 
balances,  yields  a  ’'quick  cash  ratio"  of  1 .01 :1  for  the  fund  (cash  to  requirements).  The 
bquidiw  ratio  was  1.19: 1  and  was  calculated  is  total  cash  available,  plus  recdvables. 
minus  pavables.  compared  to  FY  1995  cash  disbursements  requirements.  The  change  in 
accoums  receivable  is  due  to  a  significam  increase  in  collections  on  rec^-ables  (S4.3 
Billion)  from  3rd  Quaner  to  4th  Quarter  of  FY  1995. 

SOURCE: 

FMS  Trust  Fund  General  Ledger. 
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Appendix  A.  Disclaimer  of  Opinion  and  financial  Statements  Audited 


Supplemental  _ 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A,  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  tFMS>  TRUST  FUND, 
ACCOl?<T8242; 


Cnmulath-e  Value  of  RecoDc9ed  Accounts  as  of  Fisci]  Year  End 


September  30, 1995  MAS 

Unreconciled  Accounts  -0- 

September  30, 1994  MAS 

Unreconciled  Accounts  -0- 

September30,1993  MAS 

Unreconciled  Accounts  -0- 

September  30, 1992  SAAC 

Unreconciled  Accounts  -0- 

Septerober  30, 1991  SA5..C 

Unreconciled  Accounts  -0* 


SAKRAinXi 

As  of  September  30.  1995  there  were  no  unreconciled  accounts  for  in>  counin 
SOIKCE; 

FMS  Trust  Fund  General  Ledger. 
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Appendix  A.  Disclaimer  of  Opinion  and  financial  Statements  Audited 


SapplancDtal 


PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 


A  ADDITIONAL  PERFORMANCE  INDICATORS 


t  akf  I  kOi  i  il  a  >1 


ACCOUNT  8242: 


Namber  vT  Open  Cases  15  of  Fiscal  Year  End 

SEPTEMBER  30, 1995  rOSmON  ARM>’  NAV\’  USAF  OTHER  TOTAL 
NL'MBER  OF  CASES  OPEN  5.333  5.070  4,436  1.077  15.916 

SEPTEMBER  30, 1994  POSITION  ARM^'  NAW  USAF  OTHER  TOTAL 
NUMBER  OF  CASES  OPEN  5.757  5^10  4.536  1.142  16.645 

SEPTEMBER  30, 1993  POSITION  ARM^  NA\Y-  USAF  OTHER  TOTAL 
NUMBER  OF  CASES  OPEN  6J45  5.298  4,706  1,232  17.481 

SEPTE.MBER  30, 1992  POSITION  ARMl’  NAW  USAF  OTHER  TOTAL 
NUMBER  OF  CASES  OPEN  6,733  5.360  4.810  U87  18.190 

SEPTEMBER  30. 1991  POSITION  ARM^  NAV3’  USAF  OTHER  TOTAL 
NLTklBER  OF  CASES  OPEN  6.890  5.208  4,846  1,364  18.308 


NARR.ATI>X: 

This  perfonnance  indicator  shows  the  number  of  aaive  FMS  cases  at  the  end  of 
each  fiscal  year 

SOURCE: 

DSAA  1200  System. 
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SnppIemeDtal 

PART  in  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 


FOREIGN  MILITARY  SALES  fFMS^  TRUST  FUND. 
ACCOUNT  8242: 

Value  of  Country  Accounts  in  Arreance  Status  as  of  Fiscal  Year  End 
(WHOLE  DOLLARS) 


COUNTRY  AND  VALUi;  SEPTEMBER  30, 1995;  ARREARAGE 

Nigeria  28.343 

Organization  of  American  States  (OAS)  557^569 

TOTAL  $585,912 

COLTSTRY  AND  VALUE,  SEPTEMBER  30, 1994:  ARREARAGE 

Nigeria  27.108 

Orcanization  of  American  States  (OAS)  465.787 

TOTAL  $492,895 


COl^TRY  AND  VALUE,  SEPTEMBER  30, 1993: 

AHgAMffE 

Nicaragua 

26.491 

Organization  of  American  States  (OAS) 

516.419 

TOTAL 

S542.9I0 

COUNTRY  AND  VALUE,  SEPTEMBER  30, 1992: 

ARREARAgf 

Nicaragua 

25.844 

Uganda 

17.421 

Uruguay 

369,694 

Organization  of  American  States  (OAS) 

»7.308 

TOTAL 

$950,267 

COUNTRY  AND  VALUE,  SEPTEMBER  30, 1991:  ARREARAGE 

Maha  35,364 

Nicaragua  11,131 

Nigeria  159.134 

Organization  of  American  States  (OAS)  314.026 

TOTAL  $519,655 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 


PART  III  -  SUPPLEMENTAL  FINANOAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMSl  TRUST  FUND. 
ACCOLTNT  8242: 


Value  of  Country  Accounts  in  Arrearage  Sutns  as  of  Fiscal  Year  End  (Continued) 
NARR.4TI\X: 

Two  country  accounts  were  ;rfaced  in  an  arrearage  status  due  to  nory>paymem,  as 
of  currem  fiscal  year  end. 


SOURCE: 

Treasury  TFS  Form  4503  Rcpon  (Current  Status  of  Accounts  Receivable  (Original 
Maturity  of  Less  than  90  Days)  fiom  Foreign  Obligors)  as  of  June  30  and  Treasury' 
Repons  on  Accounts  and  Loans  Receivables  due  from  the  Public  as  of  September  30. 
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Sapplemental 

PART  III .  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 


A.  ADDmONAL  PERFORMANCE  INDICATORS 


FOREIGN  MILITARY  SALES  ffMSI  TRUST  FUND. 
ACCOUNT  8242: 


Net  Outlays  to  Plan  Eod  of  Fiscal  Year 


MILUONS  ($  X  000.000) 


Presidents 

Fyi*94 

niwAcmTH; 

^udeet 

Actual 

Satio 

Disbursements 

$13,450.0 

$13,417.0 

99.8®/i 

Collections 

-13.350.0 

-12.469  4 

g3L4Vc 

Net  Outlays 

$100.0 

$947.6 

N/A 

F\*  1994  ACmm: 

Budert 

Actual 

Ratio 

Disbursements 

$13,440.0 

$13,220.8 

98.4% 

CoUeaions 

ili52£Lfi 

97.6% 

Net  Outlays 

S70.0 

$185.0 

N/A 

Presidents 

1993 

F\*1993ACmTn’: 

Budeet 

Actual 

Ratio 

Disbursements 

$12,850.0 

$13,161.8 

1024% 

CoUeaions 

-13.239  4 

104  1% 

Net  Outlays 

S130.0 

$•77.6 

N/A 

Presidents 

FY'I992 

r\  1992  ACTTVTn*; 

_Bud£et  _ 

Actual 

Ratio 

Disbursemcnis 

$11,307.0 

$12,439.8 

110.0% 

Collections 

-n.419.0 

rl2.1820 

106.7% 

Net  Outlays 

$-112.0 

$257.8 

N/A 

Presidents 

FY  1991 

F\'  1991  ACnvrrY: 

-  Actual 

Ratio 

DiAursemems 

$10,055,0 

$1 1.471.6 

114.1% 

CoUeaions 

^0^QOJ> 

r.ll.«>7,4 

m6% 

N«  Outlays 

«45.0 

$•225.8 

N/A 
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Snpplemeiital 


PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 


A  ADDITIONAL  PERFORMANCE  INDICATORS 


FOREIGN  MILITARY  SALES  ffMS>  TRU 


Net  Outlays  to  Plan  End  of  Fiscal  Year  (Cootiaaed) 


NARRATINX: 

Di^ursemeni  outlay  estiinates  are  based  on  prior  unKquidaied  balances  as 
carried  forward  from  previous  years,  plus  an  esthnaxe  for  die  new  year's  obligations,  and 
arc  adjusted  by  a  Wsiorical  experience  (spend  out  rate)  factor.  The  FY  1995  and  FY 1994 
•*001031$^*  for  di^ursements  and  receipts  are  within  a  normal  range  for  estimating 
accuracy.  FY  1993  disbursements  were  higher  than  estimated  due  to  a  higher  spend  out 
rate  than  estimated.  FY  1 993  collections  were  greater  than  anticipated  due  to  a  large 
increase  in  sales  (S33  Billion  actual  versus  $17  BilHon  estimated).  FY  1992  and  FY  1991 
disbursemems  were  also  higher  than  estimated. 


SOmCE: 

President’s  Budget  and  ACCT  RPT(M)  1 1 76  (Report  on  Budget  Execution) 
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Supplemental  _ 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS^  TRUST  FUND. 

ACCOUNT  8242! 


Work  Years  (^"Y)  Used  for  Administnitioo  of  Security  Asststancc  Profram  Durinj^ 


the  Fiscal  Year 

F\’  WSACTIMT^' 
CONUS  MOW 
CONUS  Civ'\^Y 

ARM\^  NAVY 
48  49 

153 J  906 

U-SAF 

179 

1791 

PFAS-PI 

2 

728 

OTHER 

36 

135 

Ig-TAl 

314 

5-091 

Total  CONUS  V'Y 

1579  955 

1970 

730 

171 

5.405 

milttary 

LS  CD’ 

FNS 

TOTAL 

CONUS 

314 

5091 

0 

5405 

Overseas  UT 

262 

61 

168 

491 

Total  UT 

576 

5152 

16S 

5.896 

1994  AcmTn* 

ARlvn*  NANY 

USAF 

pfas-pe 

OTHER 

TQTM 

CONL’S  MilWY 

61  50 

161 

2 

36 

310 

CONUS  CivA^Y 

1552  958 

1366 

819 

41  __ 

_  4-736 

Total  CONUS  UY 

1613  lOOS 

1527 

821 

77 

5.046 

I',  g  CD’ 

£SN 

TOTAL 

CONUS UY 

3)0 

4756 

0 

5046 

ON-erseas 

2^) 

64  _ 

172 

497 

Total  >\Y 

571 

4800 

172 

5543 

1993  Acnvrry 

ARMY  NAW 

USAF 

OTHER 

total 

CONUS  Mil  WY 

4)  4S 

87 

2 

39 

217 

CONUS  CivWY 

K658  _  977 

_  1^86 

622 

165 

4.70S 

Total  CONUS  Wy 

>.699  1,025 

U73 

624 

204 

4,925 

military 

U.S.CIV 

FSN 

TOTAL 

CONUS  V^Y 

217 

4,708 

0 

4,925 

OverscasWy 

245 _ 

58 

161 

464 

Total  WY 

462 

4,766 

161 

5,389 
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_ SappieDiental 

PART  III  -  SUPPLEMENTAL  HNANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMSl  TRUST  FUND. 
ACCOUNT8242: 

Work  Years  (WY)  Used  for  AdninistratioD  of  Security  Assistaace  Program  During 
the  Fiscal  Year  (Continued) 


F\  1992  Acnvny 
CONUS  Mil 

CONUS  Civ  WY 

ARM^^  NA\Y 
40  51 

L703  1.066 

USAF 

92 

1.415 

DFAS>DE 

2 

297 

OTHER 

40 

169 

total 

225 

4.650 

Total  CONUS  U'V 

1.743  1,117 

1,507 

299 

209 

4.875 

CONUS  vr{ 

Overseas 

MILITARY 

225 

226  _ 

t.S.CT\^ 

'  4.650 
52 

FSN 

0 

145_ 

TOTAL 

4.875 

423 

Total  UY 

451 

4.702 

145 

5,298 

T\  1991  ACTINTTY 

CONUS  .Mil  UY 
CONUS  CivWY 

ARMY  NA\Y 

31  59 

1.680  1.127 

USAF 

101 

1.781 

REAS-J>^ 

2 

354 

OTHER 

38 

171 

TPTAV 

231 

5.113 

Total  CONUS  WY 

1.711  1.186 

1,882 

356 

209 

5.544 

CONUS  WY 

Overseas  WY 

MILITARY 

231 

26Q 

L.S.CD' 
5,113 
_  58 

FSN 

0 

160 

TOTAL 

5.344 

478 

Total  WY 

491 

5,171 

160 

5.822 

NARRAT1\X:  Work  years  are  an  estimate  obtained  from  budget  data.  No  specific 
man^iower  accounting  system  exists  for  Security  Assistance  work  years. 

CONUS:  The  dvUian  and  mUhary  work  years  are  asagned  to  provide  logistica]. 
financial,  training,  and  other  types  of  administrative  support  to  the  Foreign  Milhiiy  Sales 
Program  Civilian  pay  is  fund^  from  FMS  admimstrative  fiinds.  hdUhixy  pay  is  financed 
from  the  Military  l^y  Appropriations. 

OVERSEAS:  There  are  FMS  admimstrative  work  years  at  overseas  Secuiity 
Asnstance  OfSces  (SAO's)  that  art  in  support  of  FMS  ictivittes.  U.S.  Military’  and 
Civilians  are  stationed  in  Foreign  Countries  to  provide  administrative  support  for  Security' 
Asastance  Program  in^lememation.  Foreign  Service  Nationals  (FSNs)  are  also  hired  to 
provide  administrative  support. 

SOURCE: 

P5AA  Blue  Book. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental  _ _  , 

PART  lU  •  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fiFMSl  TRUST  FUND. 
ACCOUNT  8242: 


Cost  of  W’ork  Years  Used  for  Administntioii  of  the  Secority  Asnsuntt  Program 

THOUSANDS  ($X  000) 


FY  IWACnVITy  AlL\rS' 

NAVY* 

USAF 

OTHER 

total 

Actual  Cost 

$93.6 

$64.0 

$99.2 

$45.6 

$46.0 

$348.4 

Budget 

$93.7 

$64.3 

$99.6 

$45.6 

$47.8 

$351.0 

n’ 1994  ACmTTV  Altw 

USAF 

ms 

OTHER 

TOTAL 

Actual  Cost 

$91.g 

$62  9 

$86.6 

$44.5 

$17.6 

$303  4 

Budget 

$92.7 

$63.7 

$87,3 

$45.0 

SI8.9 

$307.6 

PSAA& 

¥\  1993  ACTIMn': 

abmi 

NAW 

USAF 

PFAS 

OTHER 

TOTAL 

Actual  Cost 

$90.4 

$60.3 

$76.5 

$36.5 

$17.8 

$281.5 

Budget 

$91.5 

$65  5 

$74.5 

$24.0 

$17.5 

$273.0 

PSAA& 

n' 1992  ACTIYTH'  ARMY 

NA\^ 

USAF 

PFAS 

OTHER 

total 

Actual  Cost 

$90.1 

$60.9 

$76.0 

$22.6 

$36.2 

$285.8 

Budget 

$900 

$67.5 

$83.1 

$19.1 

$19.5 

$279.0 

DSAAA 

n’wiAcnvrry  army 

NAVY 

jme 

SAAC  OTHER 

TOTAL 

Actual  Cost 

$87.2 

$61.1 

$91.3 

$15.2 

$17.4 

$272.2 

Budget  FY  1991  ACTTVrTY  IS  NOT  AVAILABLE 
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Supplemental 


PART  HI  -  SUPPLEMENTAL  FINANCIAL  AND 
MANAGEMENT  INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 


ACCOUNT  8242: 

Cost  of  Work  Years  Used  for  Admimstratiofi  of  the  Security  Afststance  Protram 
(Continued) 

NARRATnX; 

Costs  include  direct  payroll  costs,  benefits,  moving  costs,  automatic  dau 
processing,  other  services,  and  etc. 

SOURCE: 

DSA.4  Blue  Book  and  Monthly  DoD  Status  of  Allotmcm  Report. 


202 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  rFMS>  TRUST  FUND  f  ACCOUNT 
8242>: 


Reconciliation  of  tbe  Number  of  Cases  Open  at  Fiscal  Year  End: 


SEP  30, 1995 
POSITION: 

ARm* 

NAVY 

iJSAF 

OTHER 

MISC 

lOTAL 

Beg.  Ba]ance(Open) 

5.757 

5,210 

4,536 

1,142 

0 

16.645 

Add  Ncu*  &  Mod  Cases 

600 

250 

Q 

2.220 

Subtotal 

6,502 

5,835 

5,136 

1392 

0 

18,865 

tess:  Cases  Closed 

1,299 

m 

22^ 

222 

3.167 

Subtotal 

5.203 

5,026 

4,400 

1,069 

0 

15,698 

Mods  &  Adj 

m 

M 

26 

S 

212 

End.  Balance  (Open) 

5,333 

5,070 

4,436 

1.077 

0 

15,916 

SEP  30, 1994 
POSITION: 

ARMY 

NA\^^ 

USAF 

OTHER 

MISC 

IQIAL 

Beg  BaJancc<Open) 

6,245 

5,298 

4,706 

1332 

0 

17.481 

Add  New  &  Mod  Cases 

22S 

Q 

2.148 

Subtotal 

6,977 

5,930 

5362 

1,460 

0 

19,629 

Less  Cases  Closed 

L301 

262 

224 

Q 

3.184 

Subtotal 

5,676 

5,167 

4,488 

1,114 

0 

16,445 

Mods  &  Adj 

£I 

4S 

2S 

S 

2QQ 

End.  Balance  (Open) 

5,757 

5,210 

4.536 

1,142 

0 

16.645 

SEP  30, 1993 
POSITION: 

ARMY 

NAVY 

nSAF 

QZBEB 

MISC 

total 

Beg.  Balance(Open) 

6,733 

5360 

4,810 

1387 

0 

18,190 

Add:  New  &  Mod  Cases 

m 

m 

m 

222 

Q 

2.276 

Subtotal 

7,526 

5,990 

5386 

1,564 

0 

20,466 

Less:  Cases  Gosed 

L344 

221 

222 

22S 

Q 

3.126 

Subtotal 

6,1  S2 

5359 

4,663 

1336 

0 

17,340 

+/- Mods  &  Adj 

§1 

22 

=4 

Q 

HI 

End.  Balance  (Open) 

6,245 

5398 

4,706 

1332 

0 

17,481 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


_ _ _ Supplemental 

PART  III .  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS^  TRUST  FUND  tACCOUNT 

82421; 

RecoBcilutioD  of  the  Number  of  Cases  Open  at  Fiscal  Year  Ead: 

(Continued) 


SEP  30, 1992 
POSITION: 

ARM^' 

NA\^^ 

USAF 

OTHER 

Ml  SC 

lom 

Beg.  BalanceiOpen) 

6,890 

5,208 

4,846 

1,364 

0 

18.308 

Add  New-  &  Mod  Cases 

906 

^5 

211 

2 

2.440 

Subtotal 

7,796 

5,866 

5,451 

1,635 

0 

20.748 

Less:  Cases  Closed 

1.140 

m 

660 

360 

2 

2.736 

Subtotal 

6,656 

5,290 

4,791 

1,275 

0 

18.012 

W.Mods&  Adj 

22 

70 

n 

2 

128 

End  Balance  (Open) 

6.733 

5,360 

4,810 

1,287 

0 

18.190 

SEP  30.  1991 
POSITION: 

ARMY 

NA\T 

ESAF 

OTHER 

MISC 

total 

Beg.  Balance(Opcn) 

6,833 

5,020 

4,858 

1.412 

0 

18.123 

Add.  New  &  Mod  Cases 

1.156 

6^7 

m 

2 

2.828 

Subtotal 

7,989 

5,715 

5,525 

1.722 

0 

20.951 

Less.  Cases  Closed 

JL299 

£22 

m 

2 

2.643 

Subtotal 

6.890 

5,208 

4,846 

1,364 

0 

18.308 

W-Modsd:  Adj 

0 

2 

2 

2 

2 

2 

End.  Balance  (Open) 

6.890 

5,208 

4,846 

1.364 

0 

18.308 

*  Value  is  calculated  from  other  known  amounts. 

NARRATIVT: 

This  performance  indicator  reconciles  the  number  of  active  FMS  sales  cases  at  the  end 
of  each  fiscal  year.  - 

SOITRCE: 

DSAA  1200  System. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental 


PART  111  -  SITPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A,  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  IFMS)  TRUST  FUND  fACCOlJNT 

82^ 

RfconcSiatioD  of  tbt  Value  uf  Case*  Open  at  Flica]  Year  End: 


DOLLARS  IN  THOUSANDS  (S  x  000) 


SEPTEMBER 

30,1995 

POSITION: 

ARMY 

NAVY 

USAF 

OTHER 

TOTAL 

Beg  Balance 

60,503.037 

57,438,130 

106,407.482 

1,826.104 

226.174,753 

Add:  New 

gJlSaSS? 

2.988.144 

75.222 

Cases** 

Subtotal 

63,138,330 

60.793.688 

109,395.626 

1,901.326 

235.228,971 

Less:  Cases 

3.844.904 

2.167,114 

3.762.098 

100.263 

o 

c> 

Closed 

Subtotal 

59,293.426 

58.426.574 

105.633.528 

1,801.063 

225.154.592 

Mods  Si 

-393  028 

-49.142 

•I.138!|66 

Adj 

End  Balance 

58,910,398 

58,263,100 

105.091,007 

1,751.921 

224.016.426 

SEPTEMBER 
30, 1994 
POSITION: 

absd: 

NAV^’ 

USAF 

total 

Beg  Balance 

61.775.801 

56.573,801 

101.8]  8.196 

1.641.405 

221.809J203 

Add  New 

2.013.972 

1541291 

6-946.138 

3f9.4?l 

12A6.S.3.56 

Cases** 

Subtotal 

63,789,773 

60.119.596 

108,764.334 

2.000.856 

234.674,559 

Less  Cases 

3.057.325 

2.090.171 

LS2im 

156.189 

7.225.674 

Closed 

Subtotal 

60.732.448 

58,029,425 

106,842.345 

1,S44,667 

227.448.885 

Mods  Sl 

•229.411 

-591.295 

-18.563 

>1.274  J  32 

Adj 

End  Balance 

60,503,037 

57,438,130 

106,407,482 

1,826,104 

226,174.7.53 
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SupplemcDtal 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INTORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS>  TRUST  RIND  (ACCOLTST 
82421: 

Reconcilittioii  of  tiie  Value  of  Cases  Open  at  Fiscal  Year  End:  (Continued) 

SEPTEMBER 
30. 1993 


POSITION: 

ARMY 

fiAVY 

USAF 

OTHER 

TOT.4L 

Beg  Balance 

58,821.935 

52.829.811 

8Z884,064 

1.740,046 

196.27.5.856 

Add:Nc^v 

4.446.413 

46.699 

3121^222 

Cases** 

Subtotal 

66.409.170 

57J76.224 

104.019,710 

1.786.745 

229,491.849 

Less:  Cases 

1.458.137 

1.129.447 

mm 

JJU1226 

Closed 

Subtotal 

64,951.033 

56.760.073 

1 02.890 J263 

1.677.154 

226.278.523 

W-Mods& 

•3.175.232 

;.1,l».272 

•J.P72.<^7 

•35.748 

•4.469.320 

Adj 

End  Balance 

61.775.801 

56,573.801 

101.818.196 

1.641.406 

221.809.203 

SEPTEMBER 
30, 1992 
POSITION: 

ARM^’ 

^A^T 

1ISA£ 

ffiEBS-R 

IQIAL 

Beg  Balance 

56.938.759 

48,574.718 

78.121.828 

1.695.306 

185.330.611 

Add.  Ncn^' 

3.303.244 

4.988.398 

215.954 

1LI2L747 

Cases 

Subtotal 

60.242.003 

53,565.116 

84,785,979 

).9n,260 

200..502.358 

LessiCases 

835.782 

400.249 

1.269.442 

156.798 

2.662.271 

Closed 

Subtotal 

59.406.221 

53.16Z867 

83.516.537 

1.754.462 

197.840.087 

-»'/-Mods& 

r3».0g.6 

:432.47? 

^14.416 

rl.?»».2?l 

Adj 

End  Balance 

58.821,935 

52,829.811 

82.884.064 

1,740,046 

196,275,856 
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Supplemeotal 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FOREIGN  MILITARY  SALES  fFMS^  TRUST  FUND  fACCOlJNT 
8242): 

Reconcilutwn  of  die  Value  of  Cases  Open  at  Fiscal  Year  End:  (Continaed) 


SEPTEMBER 

30,1991 


POSITION: 

NAVY 

m&E 

other 

T9TAI- 

Beg  Balance 

47.258.696 

44.864,453 

71.626.632 

1,513,934 

165J63.715 

Add  Neu- 
Cases** 

I1.2PZ.??? 

3.996.086 

8.131-988 

267.138 

23.787,585 

Subtotal 

58,651.069 

48,860.539 

79.758,620 

1,781.072 

189.051.300 

Less:  Cases 
Closed 

1-832.310 

285,821 

1,636.792 

85.766 

mm? 

Subtotal 

56.81S.759 

48,574,718 

78,131.828 

1,695,306 

185.210.611 

Mods  Si 

Adj 

0 

Q 

End  Balance 

56,818.759 

48,574.718 

78.121.828 

1,695,306 

185.210.611 

NARRATINE: 

This  performance  indicator  reconciles  the  value  of  active  FMS  cases  at  the  end  of  each 
fiscal  year.**  These  values  include  all  "new  cases**  for  FY  1995,  FY  1994.  FY  1993,  FY  1992.  and 
F^’  1991  and  aD  case  amendments  and  modifications  for  all  fiscal  years. 

SOURCE: 

DSAA  1200  System. 


207 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


- - - - - Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 

information 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 
military  sales VfMSI  TRUST  FUND  r  ACCOUNT 

Ovenas  Work  Yean  Used  for  AdministratioD  of  the  Secority  Assotaace  rsognun  by 
Fiscml  Year: 


Work  Years  Used 

n*  1994  Acnvirv 

Work  Years  Used 


Work  Years  Used 


Work  Years  Used 


Work  Years  Used 


MILITARY 

1LS.C7V 

FSN 

TOTAL 

262 

6] 

168 

491 

MB-rTAFY 

U.S.  CIV* 

£S2i 

TOTAL 

261 

64 

172 

497 

MILITARY 

Ha&CfV 

£S2L 

lom 

245 

58 

16] 

464 

Mn.lTARV 

L.S.  CIV 

FSN 

IQIAL 

226 

52 

145 

423 

M^L^■AR^ 

m 

IQIdL 

260 

58 

160 

478 

NARRATfVT: 

This  represems  imlitar>\  U  S.  Civilian,  and  Foreign  Service  Nationals  (FSNs)  work  years 
used  b>*  fiscal  year. 

SOURCE: 

DSAA  Blue  Book. 
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Supplemental  _ : _ 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A-  ADDITIONAL  PERFORMANCE  INDICATORS 


Foreign  Military  Loan  Lionidating  Account  (TMLLAI  Financial 
CAccount  41211; 

FinaBdiJ  Pcribmuuice:  ReimbammeBt  of  DoD  for  Articles  and  Services 


THOUSANDS  (SXOOO) 

n’  1595  ACTI\Tn\  END  OF  YEAR  POSITION 

TOTAL 

11X4)21  Principal  and  imerest  coDections  on 
defaulted  Financing  Bank  and 

Commercial  Guaranteed  Loans  and  principal 
coBecrions  on  the  Guaranteed  portion  of 
rescheduled  loans. 

149,870 

1 12968  PrindpaJ  collections  on  Direct  Loans 

and  the  direa  portion  of  rescheduled 
loans. 

673,622 

1 1 1 46S  interest  and  Late  Charges  on  direa 

and  rescheduled  loans  and  late  charges 
on  defaulted  Fmancing  Bank  and 

Commerctal  Guarameed  Loans 

262,683 

11X4121  Principal  on  Financing  Bank 

loans  transferred  to  20X4521 .097. 

292,387 

1 1X412)  Imerest  on  Financing  Bank 

loans  transferred  to  20X452 1 . 

320.763 

TOTAL  COLLECTIONS 

1.699.325 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


-  Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A  ADDITIONAL  PERFORMANCE  INT>ICATORS 

Foreign  Military  Loan  Ltanidating  Account  (TMLLAI  Financial 
(Account  41211: 

Financial  Perfonnance:  Reimbnncncnt  nf  DoD  for  Articles  and  Services  (Continued) 


FY  1994  ACmTTV,  END  OF  YEAR  POSITION  TOTAL 

1 1 X4 1 3 1  Principal  and  interest  collections  on 


debited  Financmg  Bank  and 

Commerdal  Guaranteed  Loam  and  principal 
collectiom  on  the  Guaranteed  portion  of 

rescheduled  loans. 

34.423 

112968 

Principal  coUeaions  on  Direct  Loans 
and  the  direct  portion  of  rescheduled 

loans. 

544,704 

111468 

Interest  and  Late  Charges  on  direct 
ahd  rescheduled  loam  and  late  charges 
on  defauhed  Financing  Bank  and 

Connncrcial  Guaranteed  Loam. 

273.480 

11X4121 

Principal  on  Financing  Bank 

loam  transferred  to  20X452 1 .097. 

297.949 

11X4121 

Interest  on  Financing  Bank 

loam  transferred  to  20X4521 . 

346.131 

TOTAL  COLLECTIONS 

1.496,687 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Sapplemeatal  .  .  _ 

PART  ni  -  SUPPLEMENTAL  FINANOAL  AND  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Loan  Lwinidating  Account  <TMLLA\  Finaiieial 
tAccoMnt4121^; 

riaMcitl  Pcrfomance;  ReiabuiMBeni  of  DoD  for  Ankkt  tad  Servkct  (Contiaacd) 

n’  IW3  ACrnTTY,  END  OF  YEAR  POSmON  TOTAL 

1 1X412)  Prindpal  and  interest  collections  on 


defauhed  Financing  Bank  and 

Commercial  Guaranteed  Loans  and  principal 
collections  on  the  Guaranteed  portion  of 
rescheduled  loans. 

30^13 

n296S 

Principal  collections  on  Direct  Loans  ' 
and  the  direct  portion  of  rescheduled 
loans. 

461.654 

11)468 

Interest  and  Late  Charges  on  dirca 
and  rescheduled  loans  and  late  charges 
on  defauhed  Financing  Bank  and 

Commerdal  Guaranteed  Loans. 

290.98$ 

11X4)21 

Prindpal  on  Financing  Bank 

loans  transferred  to  20X4521 .097. 

260,910 

11X4121 

Interest  on  Financing  Bank 

loans  transferred  to  20X4521 , 

368.684 

TOTAL  COLLECTIONS 

1.412.449 
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Appendix  A.  Disclaimer  of  Opinion  and  financial  Statements  Audited 


_ _ _ _  Sapplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 


(Account  4121): 

Financial  Pcrfonnance:  KEIMBUKSEMENT  OF  DoD  FOR  ARTICLES  AND  SERVICES 

(Continued) 

FY 1 992  ACTlVn  V.  END  OF  YEAR  POSITION 

total 

]] X4 1 21  Principal  and  interest  collections  on 
defaulted  Financing  Bank  and 

Commerda)  Guaranteed  Loans  and  principal 
collections  on  the  Guaranteed  portion 
of  rescheduled  loans. 

100,818 

I J  2<>68  Principal  collections  on  Direct  Loans 
and  the  direct  portion  of  rescheduled 
loans 

3S1.091 

1 1 M6S  Interest  and  Late  Charges  on  direct 

and  rescheduled  loans  and  late  charges 
on  defaulted  Financing  Bank  and 

Commercial  Guaranteed  Loans. 

277,884 

11X4121  Principal  on  Financing  Bank 

loans  transferred  to  20X4521 .097. 

255.697 

11X4121  Interest  on  Financing  Bank 

loans  transferred  to  20X452 1 . 

miu 

TOT.U  COi-LECnONS 

1.407,002 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemeotal  _ _ _ _ 

PART  ni  -  SUPPLEMENTAL  FINANCIAL  ANT)  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 


LEAlIMnCR 


(Account  41211 


FINANCIAL  PERFORMANCE:  RMnbnncmcBt  of  DoD  for  Artidet  «ad  Soviets 
(Contiaaed) 


n'  wi  Acnvrrv,  end  of  year  position 

]  ]  X4 1 2 1  Principal  and  interest  collections  on 
defauhed  Financing  Bank  and 
Commercial  Guaranteed  Loans  and  principal 
collections  on  the  Guaranteed  portion  of 
rescheduled  loans. 

1 1 2968  Principal  collections  on  Direct  Loans 
and  the  direct  ponion  of  rescheduled 
loans 

1 1 1468  Imerest  and  Late  Charges  on  direct  and 
rescheduled  loans  and  late  charges  on 
defauhed  Financing  Bank  and 
Commercial  Guarameed  Loans. 

11X4121  Principal  on  Financing  Bank 

loans  transferred  to  20X452 1 .097. 

11 X4 1 2 1  Interest  on  Financing  Bank 
loans  transferred  to  20X4521 

TOTAL  COLLECTIONS 


TQTAL 


173,670 


273.142 
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____________________________________  SnpplemeDtal 

PART  HI  -  SUPPLEMENTAL  FINANOAL  AND  MANAGEMENT 
INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Loan  Uonidatine  Account  fFMLLAI  Financial 
^Account  41211: 

FINANCIAL  PERFORMANCE:  Reimbursemefit  of  BoD  for  Articles  and  Services 
(Continued) 

NARRATUX: 

This  performance  indicator  compares  the  collections  made  to  various  accounts  for  several 
types  of  loans.  The  collections  are  made  for:  (a)  repayments  of  guaranty  disbursemems  made  b>‘ 
D5AA  for  defaults  or  rescheduling  and  collected  back  imo  1 1X4121  for  new  de&ilt 
disbursements;  (b)  repayments  for  direa  loans  and  deposited  into  Treasury's  miscellaneous 
recdpi  accounts  2968  and  1468;  (c)  repayments  for  Federal  Finance  Bank  (FFB)  loans  and 
returned  to  FFB  for  borrowings  from  FFB.  Collections  of  miscdlineous  reedpts  (2968  and 
1468)  have  increased  over  the  past  three  years  due  to  increased  principal  coUeaions  for  direa 
loans.  CoUeaions  into  1 1X412 1  have  decreased  the  past  three  years  due  to  rescheduling  of 
cenain  countries  which  were  primaril>'  in  arrears. 

SOURCE: 

General  ledgers.  Undisbursed  Appropriation  Account  Report  (TFS  6653).  and 
Undisbursed  Appropriation  Accounts  -  Trial  Balance  (TFS  6654). 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


SuppIemeDfal 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Loan  Ljanidafing  Account  fFMI-LA^  .  FHiancifll 
^Account  412n: 

FINANCIAL  CONDITION:  Assets  to  LtsbOitses  Ratio 


MILLIONS  ($X  000,000) 


TV  \99S  END  OF  YEAR  POSITION 

TOTAL 

Assets 

8,501 

Liabilities 

T882 

Equity 

619 

Assets  to  Liabilities  Ratio 

1.07:1 

FY  1994  END  OF  ^XAR  POSITION 

TOTAL 

Assets 

9,560 

Liabilities 

1226 

Equin' 

1,566 

Assets  to  LiabDities  Ratio 

1.2:1 

fy  1993  END  OF  YEAR  POSITION 

TOTAL 

Assets 

10.287 

Liabilities 

4J48 

Equity 

6,139 

Assets  to  Liabilities  Ratio 

2-5:1 

rV  1992  END  OF^TAR  POSITION 

TOTAL 

Assets 

10,920 

Liabilities 

4.413 

Equity 

6,507 

Assets  to  liabilities  Ratio 

2.5:1 
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_ _ _ Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 


BreigB  Milita 


t  Account  41211: 


nidating  Account  fFM 


lEinitr 


ancial 


FINANCIAL  CONDITION:  Amts  to  Liobilitiet  Ratio  (Continued) 

FY 1991  END  OF  YEAR  POSITION 

Assets 

Liabilities 

Equiu* 

Assets  10  Liabilities  Ratio 


TPIA^ 

734 

734 


NARRATTVX:  . .  .  ,  .  ^  ^ ^ 

This  performance  indicator  represents  the  assets  to  liabilities  rauo.  Included  in  the  asset 
balance  are  recdvablcs  for  Federal  Financing  Bank  (FFB)  Joans  which  equal  the  total  liabilities 
which  arc  borrowings  from  FFB. 

SOURCE: 

General  Ledgers. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Sapplemental 

PART  U1  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 


Foreign  Military  Loan  Liquidating  Account  (TMLLA^ «  Financial 
(Account  412D: 


Operitoig  Costs 


THOUSANDS  ($  X  000) 


n  1 995  Acnvrrv,  end  of  year  fosition 

Imerest  Expense  on  Federal  Finance  Bank  Borrowings 

Total  Operating  Expenses 

ipm 

<316.554^ 

(316,554) 

rv’  1994  ACTIVm\  END  OF  YEAR  POSITION 
interest  Expense  on  Federal  Finance  Bank  Borrowings 

Total  Operating  Expenses 

TOTAL 

OAl.514) 

(341,534) 

1993  ACmTTY,  END  OF  YEARPOSmON 

Interest  Expense  on  Federal  Finance  Bank  Borrowings 

Total  Operating  Expenses 

TOTAL 

364.534) 

1992  ACmTn  ,  END  OF  YEAR  POSITION 

Interest  Expense  on  Federal  Finance  Bank  Borrowings 

Total  Operating  Expenses 

TOTAL 

(3_87J)9_Q) 

(387.090) 

ry  1991  Acmxn’,  end  of  year  position 

Interest  Expense  on  Federal  Finance  Bank  Borrowings 

Bad  Debt  Expense 

Total  Operating  Expenses 

TOTAL 

0 

(7.^77Jif} 
(7,677.1 16) 

NARRAmX: 

This  performance  indicator  represents  the  costs  associated  with  the  liquidating  account 
The  only  cost  was  interest  expense  paid  to  the  Fedend  Financing  Bank  (FFB)  for  borrowings  on 
FFB  loans  administered  by  DSAA.  The  drop  in  interest  expense  from  FY  \992  through  FY  199f 
is  due  to  the  decrease  in  loan  principal  as  FFB  loans  are  paid  offby  the  customers.  There  are  no 
new  FFB  loan  receivables  to  increase  the  principal  balance  thus  increasing  the  interest  expenses 


SOURCE: 

General  Ledgers. 
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Supplemental 

PART  III  -  SUPPLEMENTAL  HNANCIAL  AND  MANAGEMENT 

INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreiga  Militarv  Loan  Lionidatine  Account  O’MLLA)  • 

Fiuancial 

(Account  4121  >: 

Oi>entiDS  Results 

THOUSANDS  (SXOOO) 

F\- iwfAcmTn’ 

TOTAL 

Revenues  less  Funds  Returned  to  Treasuiy 

(105.367) 

Less;  Expenses 

mJS22) 

Operating  Results 

(470,199) 

n  1994  ACTIMTY 

total 

Revenues  less  Funds  Returned  to  Treasury* 

(125,713) 

Less:  Expenses 

(2iUU) 

Operating  Results 

(467J48) 

rv  1993  ACTINTH’ 

19TAI, 

Revenues  less  Funds  Returned  to  Trcasur>' 

47,538) 

Less;  Expenses 

»64.534-) 

Operating  Results 

(412.072) 

F\  1992  Acn\Tn' 

total 

Rex'cnues  less  Funds  Returned  to  Treasury 

80.644 

Less:  Expenses 

fJS7.Q99) 

Operating  Results 

(306.446) 

FY  1991  ACmiTY 

TOTAL 

Revenues  less  Funds  Returned  to  Treasury 

115.923 

Less:  Expenses 

(7-677.1161 

Operating  Results 

a561,193) 
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Supplemental 

PART  111  -  SUPPLEMENTAL  FINANCUL  AND  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Loan  Liquidating  Account  (TMLLA1  -  Financial 
^Account  4121'>: 

Opcnting  Results  (CoBtuued) 

NARRATTNT: 

This  pexfonnance  indicator  represents  the  difference  between  revenue  and  expenses  in 
the  account.  The  revenue  is  offset  by  the  amount  of  coBections  that  was  returned  to  the 
Treasury  which  includes  principal  and  interest.  The  large  difference  between TY  1992  and  FY 
1993  operating  results  is  due  to  the  large  increase  in  funds  returned  to  the  Treasury  in  FY  1993 
over  FY  1992  (prindpal  S80  imllion  increase  and  interest  $13  million).  In  FY  199]  Congress 
allowed  one  country  to  write-off  hs  loan  thus  creating  a  bad  debt  expense  of  57.6T7.1 16.000 
In  FY  1 99 1  Federal  Financing  Bank  loans  were  not  included  in  the  account  therefore  there  was 
no  interest  expense  in  FV’  1991  as  there  was  in  FY  1992  through  FY  1995. 

SOURCE: 

General  Ledgers 
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SoDDlemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreien  Militarv  Loan  Liauidatina  Account  fFMLLAt  -  Financial 

(Account  412II: 

FINANCIAL  CONDITION:  Atsel  and  UabtKtv  Acconnt  Balances  And  Ratio 

mujjons  ($  X  000,000) 

rr  1995,  YEAR  END  FOSinON 

TOTAL 

ASSETS 

Cash/Fund  Balance  whh  Treasury 

n 

Inventory* 

0 

Advances  and  Prepayments 

0 

Accounts  Receivable,  Non-Federal 

579 

Loans  Receivable 

7.911 

TOTAL  ASSETS 

8,501 

LIABILITIES 

Accounts  Payable,  Non-Federal 

0 

Other  Liabilities 

7,882 

Accounts  PaN'abIc,  Federal 

fi 

TOTAL  Ui^HJTIES 

7,882 

Assets  to  Liabilities  Ratio 

1.07:1 

F\  1994,  YEAR  END  POSITION 

TOTAL 

ASSETS 

Cash/Fund  Balance  with  Treasury 

433 

Inventory 

0 

Advances  and  Prepaymems 

0 

Accounts  Receiv^Ie,  Kon*Federal 

500 

Loans  Receivable 

TOTAL  ASSETS 

9,560 

UABIUTIES 

Accounts  Payable,  Non-Federal 

0 

Other  Liabilities 

7,996 

Accounts  Payable,  Federal 

S 

TOTAL  UABILITIES 

7.996 

Assets  to  Ltabilnies  Ratio 

1.2:1 

PART  III  .  SUPPLEMENTAL  FINANCUL  AND  MANAGEMENT 
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Supplemental  _ _ _ _ 

INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Loan  Ljauidafine  Account  fFMLLA^  -  Finanrial 
(Account  4121^: 

FINANCIAL  CONDITION:  Asset  and  LtabOity  Acconnt  Balances  And  Ratio 


(Continued) 

FV  1993,  YEAR  END  POSITION  TOTAL 

ASSETS 

Cash/Fund  Balance  with  Trea5UT>*  901 

lnvemoi>‘  0 

Advances  and  Prepayments  0 

Accounts  Receivable.  Non-Federal  426 

Loans  Rcca\*ablc  8.958 

TOTAL  ASSETS  10^5 

LIABILITIES 

Accounts  Payable.  Non*Federal  0 

Other  Liabilities  4.148 

Accounts  Pav-abic.  Federal  g 

TOTAL  LIABILITIES  4.148 

Assets  to  Liabilities  Ratio  2.5:1 

n  1992,  ^TAR  END  POSITION  TOTAL 

ASSETS 

Ctsh/Fund  Balance  whh  T rcasur>'  1 ] 

InvemoA'  0 

Ad\-anccs  and  Prcpa>Tnenis  0 

Accounts  ReceK-able.  Non-Federal  369 

Loans  Receivable  9  219 

TOTAL  ASSETS  10,919 

UABUrriES 

Accounts  Payable.  Non-Federal  0 

Other  Liabilities  4,413 

Accounts  Payable.  Federal  0 

TOTAL  LIABILITIES  4,413 

Assets  to  LiaUlities  Ratio  2.5:1 


PART  111 .  SUPPLEMENTAL  FINANCUL  AND  MANAGEMENT 
INFORMATION 
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_ _ Supplemental 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Loan  Liquidating  Account  fFMLLAI  -  Financial 
fAccounf  41211: 

FINANCIAL  CONDITION:  Asset  aad  Uibility  AccooBt  BtUaces  Aad  Ratio 
(Continued) 


FY  199L  YEAR  END  POSmON  TOTAL 

ASSETS 

Cash/Fund  Balance  whh  Treasury  34 

Inventory  0 

Advances  and  Prepavments  0 

Accounts  ReceKabie.  Non-Federal  1 75 

Loans  Receivable  52d 

TOTAL  ASSETS  733 

LIABILITIES 

Accounts  Payable.  Non-Fedcral  0 

Other  Liabilities  0 

Accounts  Pavable.  Federal 

TOTAL  Ll.^ILITlES  0 

Assets  to  Liabilities  Ratio  N/A 


NARRATIXX: 

This  performance  indicator  shows  the  make  up  of  the  assets  and  Habilhies  of  the  account 
The  fund  balance  with  Treasury  decreased  from  1994  to  FV'  1995  due  to  disbursemems  made 
for  direa  loans.  The  loan  receivables  are  lower  due  to  the  inacase  in  principal  collections  in  FY 
1994  and  FV  1995. 

SOIRCE: 

General  Ledgers. 
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Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Financing  Direct  Loan  Finaaciag  Account 
tFMFDLFA>  (Account  4122^; 

FINANCIAL  PERFORMANCE:  ReimborscioeDt  for  Artides  and 
Somces 

THOUSANDS  (SXOOO) 


r\  1995  ACnVITY,  END  OF  YEAR  POSITION 

Total  CoUeaions 

TOTAL 

93,698 

n  1994  ACTI\Tn\  END  OF  YEAR  POSITION 

Total  CoHections 

total 

50,666 

TV  1993  ACnvm',  END  OF  ^XAR  POSmON 

Toul  CoUeaions 

total 

0 

FY  1992  ACmiTY',  END  OF  YZAR  POSITION 

Total  CoUeaions 

TOTAL 

0 

r\  1991  ACTrVTTY,  END  OF  YEAR  POSITION 

Total  CoUeaions 

miAL 

0 

NARR^TI\X; 

This  iccoum  wts  established  in  FY  1992.  There  was  no  collection  activit>*  in  F^’  1992 
or  FY  1993 .  CoUeaions  were  suned  in  FY  1 994. 

SOURCE: 

General  ledgers.  Undisbursed  Appropriation  Account  Report  (TFS  6653).  and 
Undisbursed  Appropriation  Accounts  -  Trial  Balance  (TFS  6654). 
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_ Sapplementa! 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Financing  Direct  Loan  Fiaancing  Accoant 
IFMFDLFAVAccount  41221: 

FINANCUL  CONDJnON:  Assets  to  UabQhies  Ratio 


THOUSANDS  ($  X  000) 


F\’  1995,  END  OF  ^XAR  FOSITION 

TOTAL 

Assets 

2,465,785 

Liabilities 

2>4$.?a7?.9 

Equity 

46 

Asset  to  Liabilities  Ratio 

1:1 

F\  1994,  END  OF  POSITION 

TOTAL 

Assets 

1,946.779 

Liabilities 

1^946.733 

Equity 

46 

Asset  to  Liabilities  Ratio 

1:1 

rV  1993,  END  OF  ^TAR  POSITION 

TQTAlr 

Assets 

1,200,046 

Liabilities 

L2Q0,QOP 

Equity 

46 

Asset  to  Liabilities  Ratio 

1:1 

Fk'  1992,  END  OF  YEAR  POSITION 

TOTAL 

Assets 

345,046 

Liabilities 

345.000 

Equity 

46 

Asset  to  Liabilities  Ratio 

1:1 
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Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCUL  AND  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

FINANCIAL  CONDITION:  Assets  to  LtsbOities  Rstlo  (Contiiined) 


FY 1991,  END  OF  YEAR  POSITION 

Assets 

Liabilities 

Equity 


total 

K/A 

N/A 

N/A 


Asset  to  Liabilities  Ratio  K/A 

NARRATT\X: 

This  performance  indicator  represents  the  difference  between  assets  and  liabilities  The 
ratio  remains  constant  from  FY  1992  through  FY  1995.  The  dollars  increased  by  the  neu»  loan 
agreements  signed  in  FY  1 994  and  FY  1995.  Equity  consists  of  unobligated  appropriated 
funds 

SOIRCE: 

General  Ledaers. 
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_ _ _ Supplemental 

PART  HI  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Financing  Direct  Loan  Financing  Account 
fFMFDLFAV  Account  41221! 

Operating  Costs: 

THOUSANDS  ($X  000) 


F\'  1995  ACnVITY,  END  OF  YEAR  POSmON 

TOTAL 

Subsidy  Expense 

4Z774 

Administrative  E:q>enses 

Total  Operating  Expenses 

42,774 

F^'  1994  ACmiTY,  END  OF  YEAR  POSmON 

TOTAL 

Subsidy  Expense 

38,118 

Administrative  Expenses 

Total  Operating  Expenses 

38,118 

F^  1993  ACnvm\  END  OF  ^TAR  POSmON 

total 

Subsid)'  Expense 

136,746 

AdministratKe  Expenses 

200 

Total  Operating  Expenses 

136.946 

n’  1992  ACmTTY,  END  OF  YEAR  POSITION 

TOTAL 

Subsid>‘  Expense 

50.102 

Administrative  Expenses 

Q 

Total  Operating  Expenses 

50,102 

F^'  1991  ACnvm*,  END  OF  YEAR  POSITION 

TOTAL 

Subsid)'  Expense 

N/'A 

Administrative  Expenses 

N/A 

Total  Operating  Expenses 

N/A 

NARRATIVE: 

This  perfonnance  indicator  measures  the  operating  es^enses  for  the  account.  The  subsid) 
expense  increased  from  FY  1994  to  FY  1995  due  to  increase  in  loan  agreements  (dollars) 

signed  in  FY  1993.  Fundsfbradxninistntiveexpenses  were  apportioned  only  in  FY  1993. 

SOURCE: 

General  Ledgers 
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Supplemental 

PART  III  -  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
INFORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreien  Military  Finaadne  Direct  Loan  Finandne  Acconntine 

{FMFDLFA)(Acconnt  4122't: 

Operating  Resnlu 

THOUSANDS  (SXOOO) 

¥Y  ms  AcnvnY,  end  of  year  rosmoN 

TOTAL 

Appropriations  Expensed  Plus  Revenues 

98^43 

htis:  Operating  Expenses 

tgL2^J 

C^>erating  Results 

0 

n  1994  AcrnTry,  end  of  year  fosition 

TOTAL 

Appropriations  Expensed  Plus  Revenues 

65,566 

Less;  Operating  Expenses 

165.566^ 

Operating  Results 

0 

F\  m3  ACnVTTY,  END  OF  YEAR  POSITION 

total 

Appropriations  Expensed  Plus  Revenues 

136,946 

Less:  Operating  Expenses 

tl36.946> 

Operating  Results 

0 

F\^  1992  ACmnY,  END  OF  YEAR  POSITION 

TOTAL 

Appropriations  Expensed  Plus  Revenues 

50,102 

Less;  Operating  Expenses 

f50102> 

Operating  Results 

0 

n  mi  Acnvrrv,  end  of  year  position 

TOTAL 

Appropriations  Expensed  Plus  Revenues 

N/A 

Le^:  Operating  Expenses 

m 

Operating  Results 

N/A 

NARRATIVE: 

Tlusperforinance  indicator  measures  the  operating  results  of  the  account.  Net  results 

from  operations  must  equal  zero  for  credit  reform  loans.  The  dollars  incretsed  from  FY  1992 

to  FY  1995  due  to  increase  in  loan  agreements  signed.  The  account  was  in  FY 

1992,  therefore  there  are  no  balances  for  FY  1991 . 

SOIKCX; 

General  Ledgers. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


'  Snpplemeotal 

PART  III  .  SUPPLEMENTAL  HNANCIAL  AND  MANAGEMENT 
INTORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Financing  Direct  Loan  Financing  Account 
rFMFDLFAVAcconnt  41221: 

FINANCIAI.  CONDITION:  Asset  And  Uatility  Accoaot  Btlaaecs  And  Ratio 


THOUSANDS  (SX  000) 

T\  1995  ACmTH’,  END  OF  YEAR  FOSTTION 

ASSETS 

Fund  Balance  with  Treasury 
Invcmory 

Advances  and  Prepayments 
Accounts  Receivable,  Federal  Intra-govemment 
Loans  Receivable 
Subsidy 
Total  Assets 


TOTAL 

500,186 

0 

0 

1,487,195 

9,355 

469.049 

Z465,785 


LIABILITIES 

Accounts  Payable.  Non-Federal 
D^t 

Other  Liabilities 
Accounts  Payable.  Federal 
Toul  Liabilities 


0 

788,328 

0 

lAVAll 

2,465,739 


Assets  to  Liabilities  Ratio 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Supplemental  _ 

PART  III .  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 
LNFORMATION 


A,  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreign  Military  Financing  Direct  Loan  Financing  Account 
fFMFDLFAVAccount  4122V. 

financial  CONDITION:  Asset  and  Liability  Acconat  Balances  and  Ratio 
(Cootiiiued) 

rv  W4  Acmm',  end  of  \xar  position 

ASSETS 

Fund  Balance  wth  Treasury 
Inventory 

Advances  and  Prepayments 
Accounts  Receivable.  Federal  lntra*govemment 
Loans  Receivable 
Subsidy 
Total  Assets 

LIABILITIES 

Accounts  Payable,  Non-Fcderal 
Debt 

Other  Liabilities 
Accounts  Pa>'ablc.  Federal 
Total  Liabilities 

Assets  to  Liabilities  Ratio 


total 

357.397 

0 

0 

1.339.104 

4,151 

246.137 

1,946.779 


0 

413.167 

0 

Ja»?aW 

1.946.733 
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PART  III .  SUPPLEMENTAL  FINANCIAL  AND  MANAGEMENT 

ENTORMATION 

A.  ADDITIONAL  PERFORMANCE  INDICATORS 

Foreigp  Military  FinaDcioe  Direct  Loan  Financine  Account 

FINANCIAL  CONDITION:  Asset  and  liabflhy  Accovnt  Balances  Ratio  (Continued) 

1993  ACTIVITY,  END  OF  YEAR  POSITION 

ASSETS 

TOTAL 

Fund  Balance  with  Treasury 

186.894 

lnvcntor>* 

0 

Advances  and  Prepayments 

0 

Accounts  ReceKable,  Federal  Intrshgovemmeni 

L013,152 

Loans  Receivable 

£1 

Total  Assets 

U00.046 

Ll-ABIUTIES 

Accoums  Pa>:ablc.  Non-Fcdcral 

0 

Other  Liabilities 

0 

Accounts  Payable.  Federal 

L2a0.000 

Total  Liabilities 

UOO.OOO 

Assets  to  Liabilities  Ratio 

1:1 

Fi'  1992  ACmTH',  END  OF  YEAR  POSITION 

ASSETS 

IQTAIr 

Fund  Balance  with  Treasury 

50.148 

Inventory 

0 

Advances  and  Prepayments 

0 

Accoums  Recevable,  Federal  Intra*goventmeni 

294.898 

Loans  Recdvable 

Q 

Total  Assets 

345,046 

LIABILITIES- 

Accounts  PiyiMe,  Non-Federal 

0 

Other  Liabilities 

0 

Accoums  Payable,  Federal 

345.000 

Total  LiabOmes 

345,000 

Assets  to  Liabilities  Ratio 

1  1 
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Appendix  A.  Disclaimer  of  Opinion  and  financial  Statements  Audited 


Supplemeotal  _ _ _ 

PART  III .  SUPPLEMENTAL  FINANCUL  AND  MANAGEMENT 
INFORMATION 


A.  ADDITIONAL  PERFORMANCE  INDICATORS 


financial  CONDITION:  Anet  and  Liability  Actonat  Balance*  and  Ratio 
(CoDtintted) 


niwi  Acnvrry.ENDOFyEARposmoN  total 

ASSETS 

Ft4nd  Baitnce  with  Treasury  N/A 

Inventory  N/A 

Advances  and  Prepayments  K/A 

Accounts  Receivable,  Federal  intra-govermnent  N/A 

Loans  Receivable 

Total  Assets  N/A 

LIABILITIES 

Accounts  Payable.  Non-Federal  K/A 

Other  liabilities  N/A 

Accounts  Payable,  Federal  N/A 

Total  Liabilities  N/A 

Assets  to  Liabilities  Ratio  N/A 


NARRAT1\X: 

This  performance  indicator  compares  the  makeup  of  the  assets  and  liabilities  in  the 
account.  The  dollar  figures  increased  from  FY  1 994  to  FY  1995  due  to  the  new  loan 
agreements  signed  in  FY  1995. 

SOURCE: 

General  Ledgers. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Audit  Opiniop 


DEFENSE  SECURITY 
^SISTANCE  AGENCY 


PARTIV 


AUDIT  OPINION 


*FPge  174  of  the  Defense  Security  Assistance  Agency,  Part  IV,  Audit  Opinion,  is  blank. 


232 


Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Au^ted 


Andit  CHdaioo 


INSPECTOK  aCNCKAL 
MMumiCMr  or  ocrtNsc 
AMV  awnnr  oonrc 

VlflOIMIA  UUMOOOOO 


MEMORANDUM  FOR  UKDSt  SECKETAItY  OF  t«FENSE  (COW 

AND  CHIEF  nNANOALOmCCR  _ 

DOtKTCHt,  I»ENSE  FINANCE  AND  ACXX)U}niNC 
SERVICE 

DDtECrOR.  ra>ENSE  Sicuxrnr  ASSISTANCE 
AGENCY 


SUBJECT:  Di^tiinicf  of  Owmop  CP  Stcortty  Aabanee  A|i«cy 

FiaiftcoJ  Stticmems  for  FY  1995  (Pniitet  Np.  51jC-}029) 


Introduction 


Htc  Chief  Fioandii  Offictr  (CFO)  Act  oT  I990»  M  amcaM  by  *e  IPidoil 
Fiiaodal  Masaiemeni  Act  of  1994  reqoim  fiaaadal  ntef&OM  aodia  by 
mtitiory  Iwpeden  General.  Tint  Act  . 

■BaKCfiicm  Bid  auditors  with  mpafi  to  the  fiwncn  jiiHfWNi  ■  iMcmal 
CBWoU,Bideo«pliaiK«witolaw»aodm|uM^  TVeDefmeSac^ 
AswttiM*  AfeiKy  (Un  Atcney). » the  fitodt  matjer.  if  i™ 
oablishint  and  natniahiiai  an  iotomal  coMot  atni^  and  Mipiymt  with 
laws  and  rauiationsappUeabie  to  tae  foods.  Tlie  Defi^  Haaoce  and 
Accoimtii)|  Serw^DcaverCaaier  is  si^eadbiefertoaMahii  the 
amuuint  system  lx tefBtosattMtad  by  the  Ag^  tempm^ihty 
was  to  expres  an  opinjon  on  the  fiaineal  natemems  baaed  ea  oor  audit  and 

determine  whether  miBial  eoatrols  wart  adaqoaif  and  whether  the  Agency 
complied  with  applicable  laws  Bto  icgufauioos. 


We  were  oaabk  to  mader  aa 
iKatae  the  Agaagr  did 
*esis.iha£r^ 

(Coacnaaem) 


Disclaimer  of  Opinion 

„  „  lanSSutoidii^firWem 

ST^  pom  of  totol  hibiiiiics)  saponi^ 

)Lihbilstks  of  dtoFafoin  Maiary  MtttM  Satopeniag 
(I  to  aBow  to  to  aadh  SlS.4  biBieD  cf  dUbnanoB  ferae 
FMgn  MiliWY  Sake  TM  Faadj 
u  payable  c 


oTifae  Ftorign  ] 


( payable  of  tbe 

^  ^  tC  At#!iigydid _ _ _ ^  _  ^  _ 

Ahbottgh  a  MaingciaBA  R^itMMiCioa  Uox  was  xtoM  to  «« Uto  Agtocy 
eoMld  aoc  anot  to  tbe  aeeoaey  or  aatopiitoatoB  of  an  taaoN  daa. 
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Appendix  A.  Disclaimer  of  Opinion  and  Financial  Statements  Audited 


Audit  Opinion 


Our  review  provides  a  wiwfclr  ktah  kr  €PndurioB  m  ihe  iHfnil  control 
mcunt,  sad  coo^iinee  iMi  kws  aid  flfritfiw  «  iiqr  MiMe  10  the 
IteacalswflMRttofdKAiMey. 

iBicnttl  cootfol  ml  ooBiptiiitcK  fipoft  lo  be  peb&Aid* 


Internal  Controb 

We  fcvicwed  the  jittcrnii  oontrot  itiutm  of  tiie  AfpBucf  wd  cbcuwrt  an 
wdersttAdms  of  the  imenal  control  polkies  and  aroeedsfet.  tftaddition,«e 
irvinmJ  the  implemotatioo  of  tte  Idimfcanm  Control  Pioffia  by  ibe 
Agency  managers.  Wc  pefenaed  ypliew  icatt  of  the  bnema]  control 
nrocture  u>  deterreiac  wbeUter  the  oooiroU  watt  enbeth^  and  omkia^  as 
destined. 

The  tnienta!  eommi  nnicutft  was  not  cflocth>c  in  accoyntiai  for  and  laanifini 
resources,  casormi  eoiBpUance  with  laws  and  itfulaiioas,  and  antorini  that  the 
fiianrial  statonems  art  noe  of  nciiJ  tiitnuemwm,  Maaacemem  actioos  are 
needed  to  improve  tfac  ntcnal  eontiols  ittadsp  lo  cads  dUboraeinents  tadodini 
masponatioodisboTymmts  aod  ynnsaifhed  dtsfaursennms^  nyportiitt  the 
gofieral  todfer  by  mbsidiary  aceoonu,  iicofdini  and  itpottiia  accoonts 
teccsvaible and  accounts  payable,  aceoontmi  ibr  fcvanucs anocapeaaas,  foDow 
•p  on  errors  reponed  by  the  Pemtivc  Tfanacdea  Control  symeoi  (a  awdule  that 
venfiet  the  valjdiiy  of  ptoeeamd  wnnaeboQS},  mofibcniai  Ibe  alacironic  dtta 
processint  Kcority  controb,  and  imptenBUtm  tbe  ManaifiifW  Control 
Frpgnm. 

The  Aecney  and  the  Defense  Fiaaaee  and  Accounttni  Serviee,  Denver  Ceoter 
Armuaf  Sttiemcms  of  Assurance  did  not  identify  any  mierial  amkneaes  as 
related  10  the  A|cncy*s  acthritks.  Some  of  die  inaerBal  control  wnkncties  or 
aoncompltance  whh  taws  and  ittttlations  that  we  identifiad  may  lenUt  in 
materia]  misstatemenu  in  the  stuemeats. 


Compliance  with  Laws  and  Rafulatlotss 

We  tested  ceiB^tanee  with  matcrid  pfovisioes  of  irvs  and  ibpatabotts,  aoeti  as 
m  Arms  Expon  Control  Act.  im  Meial  Maaaacrs*  flaMriil  Inayity  Act. 
d«  CTO  Aa  of  1990.  Md  DoD  Finweial  M»«emcm  Bapidttions,  as  tb^ 
penaioiotbeaocorBeyofibefiMncidMMMms.  OMpnnot  imai  idmofiod 
diirmi  our  review  may  hove  a  anaviri  iaipaa  CD  dtt  financial  nsameots. 
Tbom  mas  Krtabt  10  aeeoondai  lor  *e  taf||B  IdSitinr  Saks  That  Fuad 
aooevtts  iMvable,  aeeoottspiyiiMe,  Md 


FObcA  I*  Usbemw 
Asdnnt  laipoeior  General 
for  AoditiQi 
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Appendix  B.  Accounting  Entries  Under  Existing 
and  Reconunended  Accounting  Systems 


The  pro  forma  entries  in  this  appendix  illustrate  the  accounting  entries  recorded 
within  the  FMS  Trust  Fund  general  ledger  during  execution  of  a  hypothetical 
FMS  case.  The  variety,  number,  and  timing  of  the  entries  may  differ  according 
to  type  of  case  and  circumstances  record^.  Under  the  existing  accounting 
system,  DFAS-DE  records  all  collections  and  disbursements  in  tiie  unearned 
revenue  account.  Under  the  recommended  system,  the  earned  part  of 
collections  would  be  recognized  as  revenue,  and  disbursements  would  be 
recogniz^  as  expenses.  New  accounts,  such  as  sales,  cost  of  sales,  and  expense 
accounts,  would  be  used  to  determine  the  net  operational  results. 


Letter  of  Offer  and  Acceptance 


Value 

A.  Contract  value 

$100,000 

B.  Total  nonrecurring  cost 

20-000 

C.  Estimated  cost  (A  +  B) 

120,000 

D.  Administrative  Fee 

3.600 

E.  Total  case  value  (C  +  D) 

123,600 

F.  Initial  D^sit 

G.  Administrative  expense  disbursed 

35,000 

at  Trust  Fund  level  to  a  Military 

Department  with  revenues  from 

4,000 

several  cases 

235 


Appendix  B.  Accounting  Entries  Under  Existing  and  Recommended  Accounting 
Systems 


Accounting  Entries  Under  the  Existing  Accounting  System 

1.  FMS  customer  provides  DFAS-DE  with  a  signed  Letter  of  Offer  and 
Acceptance  and  the  initial  deposit.  DFAS-DE  records  receipt. 

1011  Funds  collected  $35,000 

2312  Unearned  revenue  $35,000 

2.  DFAS-DE  gwierates  the  quarterly  FMS  billing  statement. 

1313.1  Accounts  receivable  public-current  $88,600 

241 1  Liability  for  deposit  funds/suspense  account  $88,600 

3.  DFAS-DE  receives  payment  of  amount  due  on  the  quarterly  FMS  billing 
statement. 


1011  Funds  collected  $88,600 

2312  Unearned  revalue  $88,600 

2411  Liability  for  deposit  funds/suspense  account  $88,600 

1313.1  Accounts  receivable  public-current  $88,600 

4.  DFAS-DE  records  the  reimbursement  for  administrative  surcharge  expenses. 

2312  Unearned  revenue  $4,000 

2111  Accounts  payable  government-current  $4,000 

2111  Accounts  payable  government-current  $4,000 

1012  Funds  disbursed  $4,000 


5.  The  implementing  agency  reports  accrued  expenditures  unpaid. 

2312  Unearned  revenue  $100,000 

2113  Accounts  payable-public  $100,000 


6.  The  implementing  agency  reports  payment  to  the  Defense  contractor. 

2113  Accounts  payable-public  $100,000 

1012  Funds  disbursed  $100,000 


7.  The  implementing  agency  reports  self-reimbursement  for  nonrecurring  costs. 


2312  Unearned  revenue 

1012  Funds  disbursed,  allotment- 
direct  program 


$20,000 

$20,000 
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Appendix  B.  Accounting  Entries  Under  Existing  and  Reconunended  Accounting 

Systems 


Accounting  Entries  When  Revenues  and  Expenses  are 

Recognized 

1.  Because  transaction  1  includes  earned  revenue  equal  to  50  percent  of  the 
administrative  surcharge,  that  earned  amount  would  be  credited  to  a  revenue 
account  instead  of  the  unearned  revenue  account.  The  proposed  entry  would  be: 

1011  Funds  collected  $35,000 

2312  Unearned  revenue  $33,200 

xxxx  An  appropriate  revenue  account  $1,800 

2.  Because  the  amount  receivable  includes  earned  revenue  for  delivered 
Defense  articles  and  services,  in  addition  to  estimated  termination  liability  and 
other  forecasted  cash  requirements,  transaction  2  will  have  to  recognize  revenue 
from  deliveries.  Assuming  termination  liability  will  not  be  recognized  in  a 
separate  account,  and  assuming  earned  revenue  was  $50,000,  the  proposed  entry 
would  be: 

1313.1  Accounts  receivable  public-current  $88,600 

xxxx  An  appropriate  revenue  account 
2411  Liability  for  deposit  funds/suspense  account 
(Note:  The  credit  to  account  2411  holds 
termination  liability  and  the  forecasted 
cash  requirements) 

3.  In  transaction  3,  only  the  unearned  collections  would  be  credited  to  the 
unearned  revenue  account.  The  proposed  entry  would  be: 

1011  Funds  collected  $88,600 

1313.1  Accounts  receivable  public-current  $88,600 

2411  Liability  for  deposit  funds/suspense  account  $38 , 600 

2312  Unearned  revenue  $38,600 


$50,000 

$38,600 


4.  In  transaction  4,  the  actual  administrative  costs  are  recorded.  A  new  cost 
accoxmt  would  be  established  instead  of  the  unearned  revenue  account  to 
accumulate  tiiose  actual  costs.  The  new  account  will  help  determine  the  residual 
or  excess  in  the  surcharge  accounts.  Assuming  the  new  account  is  named 
Actual  Administrative  Surcharge,  the  proposed  entries  would  be: 

xxxx  Actual  administrative  surcharges  $4,000 

2111  Accounts  payable  government-current  $4 ,000 

2111  Accounts  payable  government-current  $4,000 

1012  Funds  disbursed  $4,000 

5.  Although  under  the  existing  system,  transaction  5  should  accrue 
expenditures,  it  actually  does  not.  Because  the  contractor  incurred  costs  were 
directly  chargeable  to  me  foreign  military  sales  case,  the  proposed  entry  would 
include  a  cost  account  rq)resenting  that  case.  Assuming  the  account  would  be 
titled  Incurred  Costs:  Case  No.  AB-C-DEF,  the  proposed  entry  would  be: 
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Systems 


xxxx  Incurred  Costs;  Case  No.  AB-C-DEF 

2113  Accounts  payable-public 


$100,000 

$100,000 


6.  Transaction  6  will  not  change  the  accounting  treatment. 

7.  In  the  proposed  system,  the  unearned  revenue  will  not  be  debited. 
Appropriate  cost  account  would  be  debited.  Because  the  implementing  agency 
incurr^  costs  were  directly  chargeable  to  the  foreign  military  sales  case,  the 
proposed  entry  would  include  a  cost  account  rq)resenting  that  case.  Assuming 
the  account  would  be  titled  Incurred  Costs:  Case  No.  AB-C-DEF,  the  proposed 
entry  would  be: 

xxxx  Incurred  Costs:  Case  No.  AB-C-DEF  $20,000 

1012  Funds  disbursed,  allotment-  $20,000 

direct  program 


238 


Appendix  C.  Audit  Process 


We  examined  the  Sq)tember  30,  1995,  statement  of  financial  position  and  the 
statement  of  operations  and  changes  in  net  position  and  relat^  notes  for  the 
FMS  Trust  Fund.  Other  combining  statements  and  related  notes  that  DSAA 
prg)ared,  but  not  examined  by  us,  included  the  Statements  of  Financial  Position 
and  the  Statements  of  Operations  and  Changes  in  Net  Position  for  the  Special 
Defense  A^uisition  Fund,  Foreign  hfilitary  Loan  Liquidating  Account,  and 
Foreign  Military  Financing  Direct  Loan  Financing  Account.  The  FY  1995 
combined  DSAA  statement  of  financial  position  reported  assets  of  $27.4  billion, 
of  which  $15.8  billion  was  for  the  FMS  Trust  Fund.  The  statement  of  financial 
position  of  the  FMS  Trust  Fund  included  seven  accounts  including  fund 
balances  with  the  Treasury,  cash,  accoimts  receivable  -  transactions  with  non- 
Federal  (governmental)  entities,  accounts  payable  -  transactions  with  Federal 
(governmental)  entities,  accounts  payable  -  transactions  with  non-Federal 
(governmental)  entities,  liability  for  deposit  funds/suspense  account  -  other  non- 
Federal  (governmental)  liabilities,  and  unearned  revenue  -  advances  from 
public  -  other  non-Federal  (governmental)  liabilities.  DSAA  is  responsible  for 
administering  the  Secretary  of  Defense  security  assistance  responsibilities  and  is 
primarily  a  policy  and  management  oversight  organization.  The  Military 
DepartmMits  are  responsible  for  implementing  and  executing  the  FMS  program. 
DFAS-DE  provides  centralized  accounting  services  for  DSAA.  The  statement 
of  financial  position  and  the  statements  of  operations  and  changes  in  net  position 
on  which  we  made  our  examination  were  submitted  to  us  on  January  31,  1996. 


Scope 


We  evaluated  the  DSAA  and  DFAS-DE  internal  management  control  structure 
related  to  the  FMS  Trust  Fund.  Also,  we  evaluated  compliance  with  laws  and 
regulations  directly  affecting  the  financial  statements  and  other  laws  and 
regulations  designated  by  0MB.  Our  review  covered  the  statement  of  financial 
position  and  the  statement  of  operations  and  changes  in  net  position  and  related 
general  ledger  account  balances  as  of  Sq)tember  30,  1995.  In  making  our 
review,  we  verified  or  attempted  to  verify  balances  to  subsidiary  records  and 
supporting  source  documentation  generated  by  the  accounting  system. 
DFAS-DE  maintained  the  DIFS,  which  produced  the  general  ledger  accounts 
for  the  FMS  Trust  Fund. 
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Limitations  to  Scope.  The  following  circumstances  limited  our  review  of  the 
general  ledger  accounts. 

o  We  were  unable  to  test  $13.4  billion  of  disbursements  made  in 
FY  1995,  because  based  on  the  absence  of  the  needed  voucher  number  and  day 
of  disbursement,  DFAS,  Columbus  was  imable  to  readily  locate  and  fbmish  the 
sampled  disbursement  transactions.  DIFS  did  not  retain  the  missing  ^ta  that 
DFAS,  Columbus,  had  transmitted  to  the  DIFS  at  the  time  of  disWsement. 
Also,  absence  of  a  reasonably  accessible  audit  trail  precluded  us  from  verifying 
$370.5  million  of  undistribut^  disbursements  accumulated  since  1989. 

o  The  FMS  Trust  Fund  did  not  report  the  Navy  accounts  payable; 
therefore,  we  were  unable  to  identify  a  universe  for  testing. 

0  We  were  unable  to  test  $13.1  billion  recorded  in  the  unearned 
revenue  -  advances  from  public  -  other  non-Federal  (governmental)  liabilities, 
because  DFAS-DE  was  unable  to  provide  detail  by  subsidiary  ledger  accounts. 

Performance  Measures.  We  did  not  test  performance  measures.  In  the 
overview  of  the  FY  1995  financial  statements,  DSAA  stated  that  the 
performance  measures  were  not  directly  linked  to  its  plans,  goals,  and 
objectives.  Levels  of  sales  (or  most  other  financial  measurements)  were  not 
linked  to  the  effective  accomplishment  of  the  DSAA  mission. 


Methodology 


An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts 
and  disclosures  in  the  financial  statement,  including  the  accompanying  notes. 
An  audit  also  includes  assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the  overall  statement 
presentation.  We  believe  that  our  audit  efforts  provided  a  reasonable  basis  for 
our  results. 

Internal  Control  Structure.  Our  consideration  of  the  internal  control  structure 
included  obtaining  an  understanding  of  the  internal  control  policies  and 
procedures,  as  well  as  assessing  the  level  of  control  risk  relevant  to  all 
significant  cycles,  classes  of  transactions,  or  account  balances.  For  those 
significant  policies  and  procedures  that  had  been  properly  designed  and  placed 
in  operation,  we  performed  sufficient  tests  to  assess  more  fiilly  whether  those 
controls  were  effective  and  working  as  designed. 

SiguMcant  Policies  and  Procedures.  Significant  internal  control  structure 
policies  and  procedures  that  were  considered  as  part  of  our  understanding  of  the 
structure  included: 

o  DoD  Financial  Regulation  volume  15,  which  establishes  procedures 
for  security  assistance  activities  involving  accounting,  budgeting,  fisci  matters. 
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management,  and  pricing  for  reimbursements  to  DoD  appropriation  accounts 
and  revolving  funds;  auSting;  international  balance  of  payments;  and  matters 
affecting  the  DoD  budget. 

o  DoD  Manual  5105.38,  "Security  Assistance  Management  Manual," 
October  1988,  which  provides  information  and  instructions  n^ed  to  carry  out 
the  administration  of  the  FMS  program  and  related  activities. 

Statistical  Sampling.  Statisticians  at  the  Quantitative  Methods  Division,  Audit 
Plaiming  and  Technical  Suf^rt  Directorate,  Inspector  General,  DoD, 
develops  a  statistical  sampling  plan  for  testing  the  FMS  Trust  Fund 
disbursements.  TTie  audit  univCTse  for  the  FMS  Trust  Fund  consisted  of 
1,203  dsWsing  stations  with  total  disbursements  of  $13.4  billion.  The  sample 
transactions  were  based  on  the  total  disbursements  made  by  the  disbursing 
stations  in  FY  1995.  We  excluded  from  the  universe  all  disbursing  stations  with 
less  than  $1  million  of  disbursements.  A  total  of  117  disbursing  stations  that 
disbursed  $13.39  billion  in  1,707,000  transactions  remained  in  the  sampling 
plan.  Although  a  sampling  pkm  was  designed,  we  were  unable  to  conduct  the 
review  because  disbursement  vouchers  were  not  readily  available  at  DFAS, 
Columbus. 

Computer-Processed  Data.  We  reviewed  the  DSAA  and  DFAS  organizations' 
computer-processed  data  for  fund  balances  with  the  treasury,  accounts 
receivable,  accounts  payable,  and  unearned  revenue  for  the  FMS  Trust  Fund. 
Based  on  our  review  and  the  tests  we  conducted,  we  concluded  that  the 
computer-processed  data  were  not  totally  reliable.  A  software  engineer  from 
our  Teclmical  Assessment  Division  assist^  us  in  evaluating  the  reliability  of  the 
computer-processed  data  and  the  adequacy  of  application-related  general 
controls  of  DIFS  and  its  Positive  Transaction  Control  subsystem. 

Internal  Management  Control  Program.  Our  internal  management  control 
evaluation  included  obtaining  an  understanding  of  management's  process  for 
evaluating  and  reporting  on  internal  control  and  accounting  systems,  as  required 
by  the  DoD  Internal  Management  Control  Program.  That  review  also  included 
comparing  the  material  w^knesses  related  to  tiie  financial  statements,  reported 
in  the  entity's  Annual  Statement  of  Assurance,  to  the  material  weaknesses  and 
reportable  conditions  we  identified.  We  included  tests  of  management  controls 
considered  necessary.  We  identified  FMS  Trust  Fxmd  significant  control 
procedures  as  those  dealing  with  accounting  for  surcharge  revenues  and 
expenses,  cash  management  and  reconciliation,  determination  and  management 
of  accounts  payable  and  accounts  receivable,  and  electronic  data  processing 
controls  applicable  to  the  DIFS.  As  stated  in  tiie  limitation  of  scope  discussion, 
we  were  unable  to  fully  test  the  controls  over  accounting  for  revenues  and 
expenses,  cash  management,  accounts  payable,  and  unearned  revenue  because 
adequate  audit  trails  did  not  exist. 

Representation  Letters.  We  received  legal  and  management  representation 
letters  from  DSAA.  The  management  representation  letter  stated  that  DSAA 
coudd  not  attest  to  the  accuracy  or  completeness  of  the  data  contained  in  its 
financM  statements.  See  Appendix  A  for  the  legal  and  management 
rq>resentation  letters. 
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Audit  Period,  Standards,  and  Locations.  This  financial  statement  audit  was 
made  from  August  1995  through  May  1996.  We  conducted  our  audit  in 
accordance  witti  the  requirements  of  0MB  Bulletins  93-06,  "Audit 
Requirements  for  Fedraal  Financial  Statements,"  January  8,  1993,  and  94-01. 
Those  auditing  standards  require  us  to  obtain  reasonable  assurance  about 
whether  the  feancial  statements  were  free  from  material  misstatement.  A 
complete  list  of  the  locations  we  visited  and  contacted  is  in  Appendix  F. 
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During  the  last  3  years,  the  Inspector  General,  DoD  (IG,DoD),  has  issued 
four  audit  reports  and  the  Army  Audit  Agency  has  issued  one  au^t  report  that 
affect  the  financial  statements  of  DSAA.  The  rqwrted  conditions, 
recommendations,  and  management  comments  are  summarize  below. 

IG,  DoD,  Rqwrt  No.  94-090,  "Management  Data  Used  to  Manage  the  Foreign 
Military  Sales  Trust  Fund,"  April  29,  1994,  stated  that,  while  the  Military 
Departments  and  DFAS  were  providing  the  Imds  of  critical  management  data 
that  DSAA  needed  to  operate  and  make  major  financial  decisions,  the  data 
rq>orted  was  often  incomplete  or  inaccurate.  The  report  did  not  make  any 
recommendations  because  a  DoD  working  group  and  DFAS  were  involved  in 
efforts  to  identify  and  correct  problems  of  accounting  for  obligations  and 
disbursements.  Ine  same  computer  systems  analyzed  during  the  audit  are  still 
used  by  the  Military  Departments  and  DFAS. 

IG,  DoD,  Report  No.  93-123,  "Consolidating  Financial  Statements  of  the 
Foreign  Military  Sales  Trust  Fund  -  FY  1992,"  June  24,  1993,  expressed  an 
adverse  opinion  on  the  financial  statements  because  the  statements  did  not 
account  for  revenues,  expenses,  or  the  net  position  of  the  fund.  In  addition, 
accounts  payable  pertaining  to  die  Army  and  the  Navy  were  not  rqxMted.  The 
report  did  not  m£ke  any  recommendations.  The  Under  Secretary  of  Defense 
(Comptroller)  and  Chief  Financial  Officer,  and  DSAA  disagreed  with  the 
report’s  finding  on  the  recognition  of  revenues,  expenses,  and  net  position  of 
the  fimd.  They,  however,  agreed  with  the  rqjort  finding  on  accounts  payable. 
During  the  au^t  of  the  FY  1995  financial  statements,  we  determined  that  the 
problems  identified  in  the  report  were  still  uncorrected. 

IG,  DoD,  Report  No.  93-121,  "Special  Defense  Acquisition  Fund  Financial 
Statements  for  FY  1992,"  June  21,  1993,  expressed  a  disclaimer  of  opinion  on 
the  financial  statements  because  the  fund  did  not  have  a  general  ledger  system 
that  was  in  compliance  with  laws  and  regulations  and  because  the  auditors  were 
unable  to  obtain  sufficient,  competent  evidence  and  make  appropriate  tests  of 
the  accounting  records.  In  addition,  the  fund  did  not  use  the  accrual  method  of 
accounting  and  did  not  comply  with  the  accounting  principles  in  the  DoD 
Financial  Regulation,  The  rqwrt  did  not  make  any  recommendations. 

IG,  DoD,  Report  No.  93-106,  "Foreign  Military  Loan  Liquidating  Account 
Financial  Statements  for  FY  1992,"  June  11,  1992,  expressed  an  unqualified 
opinion  that  the  financial  statements  fairly  presented,  in  all  material  respects. 
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the  assets,  liabilities,  and  net  financial  position  of  the  account.  The  audit  found 
no  material  weakness  involving  the  management  control  structure  and  its 
operation.  The  account  complied,  in  all  material  r^pects,  with  policies,  laws, 
and  regulations.  The  report  did  not  make  any  recommendations. 

Army  Audit  Agency  Rqx)rt  No.  SR  93-780,  "Engineering  Assistance 
Agreement  Funds-Saudi  Arabia,"  September  9,  1993,  sta^  that  the 
Transatlantic  Division,  U.S.  Army  Corps  of  Engineers  ^d  not  have  supporting 
documentation  for  disbursements  totaling  $24.4  million  when  it  transferred 
accounting  records  to  DFAS-DE  in  1977.  As  a  result,  the  accounting  records 
for  the  two  organizations  have  remained  out  of  balance.  The  report 
recommended  that  the  $24.4  million  be  written  off  against  the  cost  clearing 
accounts  held  within  the  FMS  Trust  Fund.  The  Office  of  the  Deputy  Chief  of 
Staff  for  Logistics,  U.S.  Army  agreed  to  ask  tiie  Deputate  for  Security 
Assistance,  DFAS-DE  for  approval  to  write  off  the  $24.4  million  to  the  cost 
clearing  accounts  of  the  FMS  Trust  Fund.  As  of  March  1,  1996,  no 
adjustments  had  been  made  to  bring  the  accounting  re^rds  of  the 
two  organizations  into  balance. 


*A  cost  clearing  account  is  an  account  used  when  standard  rates  are  employed. 
The  actual  expenses  are  debited  to  the  cost  clearing  account  and  the  amounts 
billed  to  customers  are  credited  to  that  account.  At  the  end  of  the  fiscal  year, 
the  account  is  closed  with  analysis  performed  to  determine  whether  rates  require 
adjustments. 
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Laws  and  regulations  affecting  the  operations  of  the  military  assistance  program 
are  numerous.  The  following  laws  and  regulations  were  consider^  in 
compliance  testing  of  the  FMS  Trust  Fund. 

o  United  States  Code,  title  31,  section  3512  (formerly  the  Federal 
Managers’  Financial  Integrity  Act  of  1982,  Public  Law  97-225) 

o  Arms  Export  Control  Act,  as  amended,  Public  Law  90-629 

0  Chief  Financial  Officers  Act  of  1990,  Public  Law  101-576 

o  0MB  Bulletin  No.  94-01,  "Form  and  Content  of  Agency  Financial 
Statements,"  November  16,  1993 

o  OMB  Bulletin  No.  93-06,  "Audit  Requirements  for  Federal  Financial 
Statements,"  January  8,  1993 

o  General  Accounting  Office,  "Policy  and  Procedures  Manual  for 
Guidance  of  Federal  Agencies,"  Title  2,  "Accounting,"  November  14,  1984 

o  DoD  Directive  5010.38,  "Internal  Management  Control  Program," 
April  14,  1987 

o  "DoD  Guidance  on  Form  and  Content  of  Financial  Statements  for 
FY  1994  and  FY  1995  Financial  Activity,"  October  20,  1994 

0  DoD  Financial  Management  Regulation  7000.14,  volume  1, 

•Financial  Management  Regulation;  General  Financial  Management 
Information,  Systems,  and  Requirements,"  May  1993 

0  DoD  Financial  Management  Regulation  7000. 14,  volume  4,  "Financial 
Management  Regulation;  Accounting  Policy  and  Procedures,"  January  1995 

o  DoD  Financial  Management  Regulation  7000.14,  volume  5, 

"Financial  Management  Regulation;  Disbursing  Policy  and  Procedures," 
December  1993 

o  DoD  Financial  Management  Regulation  7000.14,  volume  15, 

"Financial  Management  Regulation;  Security  Assistance  Policy  and 

Procedures,"  March  1993 

o  Memorandum  of  the  Under  Secretary  of  Defense  (Comptroller), 
"DoD  Accounting  Policy  and  Procedures  for  Researching  and  Correcting 
Unmatched  Disbursements  and  Negative  Unliquidated  Obligation  Transactions," 
June  1995 
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o  DoD  Manual  5105.38-M,  "Security  Assistance  Management  Manual," 
October  1988 

0  DoD  Directive  5200.28,  "Security  Requirements  for  Automated 
Information  Systems,"  March  21, 1988 
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Office  of  the  Secretary  of  Defense 

Under  Secretary  of  Defense  (Comptroller)  and  the  Chief  Financial  Officer, 
Washington,  DC 


Department  of  the  Army 

U.S.  Army  Security  Assistance  Command-Alexandria,  VA 

U.S.  Army  Security  Assistance  Command-New  Cumberland,  PA 
U.S.  Army  Missile  Command,  Huntsville,  AL 


Department  of  the  Navy 

Assistant  Secretary  of  the  Navy  (Financial  Management  and  Comptroller), 
Washington,  DC 


Other  Defense  Organizations 

Defense  Finance  and  Accounting  Service,  Arlington,  VA 
Defense  Finance  and  Accounting  Service-Columbus  Center,  Columbus,  OH 
Defense  Finance  and  Accounting  Service-Denver  Center,  Denver,  CO 
Defense  Accounting  Office,  Bolling  Air  Force  Base,  DC 
Defense  Finance  and  Accounting  Service-Indianapolis  Center,  Indianapolis,  IN 
Defense  Accounting  Office,  Huntsville,  AL 
Defense  Security  Assistance  Agency,  Arlington,  VA 
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Office  of  the  Secretary  of  Defense 

Under  Secretary  of  Defense  for  Policy 

Under  Secretary  of  Defense  (Comptroller)  and  Chief  Financial  Officer 
Deputy  Chief  Financial  Officer 
Deputy  Comptroller  (Program/Budget) 

Director  for  Accounting  Policy 

Assistant  Secretary  of  Defense  for  International  Security  Affairs 
Assistant  to  the  Secret^  of  Defense  (Public  Affairs) 

Director,  Defense  Logistics  Studies  Information  Exchange 


Department  of  the  Army 

Auditor  General,  Dq)artment  of  the  Army 


Department  of  the  Navy 

Assistant  Secretary  of  the  Navy  (Financial  Management  and  Comptroller) 
Auditor  General,  Dq)artment  of  the  Navy 


Department  of  the  Air  Force 

Assistant  Secretary  of  the  Air  Force  (Financial  Management  and  Comptroller) 
Auditor  General,  Dq}artment  of  the  Air  Force 


Other  Defense  Organizations 

Director,  Defense  Contract  Audit  Agency 
Director,  Defense  Finance  and  Accounting  Service 

Director,  Defense  Finance  and  Accounting  Service-Denver  Center 
Director,  Defense  Logistics  Agency 
Director,  Defense  Security  Assistance  Agency 
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Other  Defense  Organizations  (cont’d.) 

Director,  National  Security  Agency 

Inspector  General,  National  Security  Agency 
Inspector  General,  Defense  Intelligence  Agency 


Non-Defense  Federal  Organizations  and  Individuals 

Office  of  Management  and  Budget 
General  Accounting  Office 

National  Security  and  International  Affairs  Division 
Technical  Information  Center 
Dqiartment  of  Education,  Office  of  the  Inspector  General 

Chairman  and  ranking  minority  member  of  each  of  the  following  congressional 
committees  and  subcommittees: 

Senate  Committee  on  Appropriations 

Senate  Subcommittee  on  Defense,  Committee  on  Appropriations 
Senate  Committee  on  Armed  Services 
Senate  Committee  on  Governmental  Affairs 
House  Committee  on  Appropriations  ' 

House  Subcommittee  on  National  Security,  Committee  on  Appropriations 
House  Committee  on  Government  Reform  and  Oversight 
House  Subcommittee  on  National  Security,  International  Affairs,  and  Criminal 
Justice,  Committee  on  Government  Reform  and  Oversight 
House  Committee  on  National  Security 
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Part  III  -  Management  Comments 


Under  Secretary  of  Defense  (Comptroller) 
Comments 


OFFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE 
1 100  DEFENSE  PENTAGON 
WASHINGTON,  DC  20301-1100 

JUN  1  9  1996 

coMrmoLiXR 


MEMCHtANDUM  FOR  DIRECTOR,  LOGISTICS  SUPPORT  DIRECTORATE,  OFFICE  OF 
THE  INSPECTOR  GENERAL  (OIG) 

SUBJECT;  Draft  Audit  Report  on  Internal  Craitiob  and  Compliance  with  Laws  and  Regulations 

for  the  FY 1995  Financial  Statement  <rfthe  Defense  Security  Assistance  Aecney 
(Project  No.  5LG-2029.01 ) 


This  is  in  respond  to  your  request  for  review  and  comments,  dated  May  10, 1 9%,  on  the 
subject  audit  report.  This  office’s  comments  are  attadied,  and  include  comments  fiom  the 
Defense  Finance  and  Accounting  Service. 

This  office  generally  concurs  with  the  recommendations  in  the  subject  report.  I  am  aware 
that  Mr.  Toye  discussed  with  your  office  a  solution  to  the  lecuiring  issue  raised  in  Finding  A  I 
am  pleased  that  this  office  and  the  OIG  have  agreed  on  that  solution,  sriiidi  is  reflected  in  the 
attadied  respemse,  since  it  should  result  in  more  fevorable  future  audits. 

(703)  6W^«0*  ^  Tabcwie.  He  may  be  reached  at 


Deputy  Chief  Financial  Officer 


Attachment 


Under  Secretary  of  Defense  (Comptroller)  Comments 


OEFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE  (COMPTROLLER) 
COMMENTS  ONDRAFT  OIG  REPORT 
“INTERNAL  CONTROLS  AND  COMPLIANCE  WITH  LAWS  AND 
REGULATIONS  FOR  THE  FY  1995  FINANCIAL  STATEMENTS  OF  THE 
DEFENSE  SECURITY  ASSISTANCE  AGENCY^ 

DATED  MAY  10, 1996 
(PROJECT  NO.  5LG.2029.01) 


GENERAL  COMMENTS 

Although  detailed  comments  on  the  individual  findings  and  recommendations  contained  in 
the  draft  report  follow,  there  is  a  need  to  address  general  concerns  on  the  conduct  of  the  audit, 
and  how  the  audit  results  were  presented.  Other  than  one  brief  meeting  at  the  DFAS-Denver 
Center,  the  DFAS  Headquaners  was  not  provided  an  opportunity  to  discuss  the  findings  or 
recommendations  until  after  the  OIG  had  issued  a  lener  of  disclaimer.  The  shon  time  frame  the 
auditors  were  working  under  is  understood,  but  the  lack  of  meetings  and  discussions  with  the 
DFAS  Headquarters  must  not  happen  in  the  future.  Because  of  the  short  time  fiame,  the  auditors 
structured  the  report  to  stan  with  their  initial  audit  results  at  the  time  the  disclaimer  letter  was 
issued,  and  then,  chronologically  added  information  from  subsequent  meetings,  as  they  occurred. 
As  a  result,  the  changing  positions  and  points  of  view  contained  in  the  report  arc  difficult  to 
follow  and  misleading  in  some  instances.  The  audit  report  should  not  be  a  chronological  list  of 
information,  as  the  auditors  understood  it,  at  different  stages  of  the  audit  In  the  future,  the 
auditors  should  simply  state  dieir  fmdings,  conclusions  and  recommendations,  in  total,  based  on 
the  results  of  their  audit  at  the  time  that  tfieir  letter  is  issued,  but  not  prior  to  validating  the 
information  with  the  DFAS  management.  In  responding  to  the  findings  and  other  comments,  it  is 
difficult  to  determine  the  current  presentation  of  the  facts. 

Of  particular  concern  are  references  to  comments  made  by  various  DFAS  associates,  with 
various  levels  of  experience,  during  the  course  of  the  audit.  Requently,  these  comments  did  not 
represent  the  DFAS  corporate  or  management  position  on  the  issue.  Addhionalfy,  partial 
answers,  or  responses  to  questions  that  were  not  clearly  understood,  resulted  in  the  auditor 
coming  to  inaccurate  conclusions.  It  is  essential  throughout  the  audit  process  that  the  audit  staff 
raise  concerns,  questions  and  potential  problems  to  DFAS  management  to  assure  dieir 
conclusions  are  right,  and  that  the  auditors  have  die  most  accurate  information*  The  audit  staff 
headed  down  many  felse  trails,  and  spent  a  considerable  amount  of  time  working  witii  incomplete 
or  inaccurate  data.  This  could  have  been  avoided  had  there  been  more  open  communication 
between  the  auditors  and  IMFAS  management.  If  the  OIG  wants  to  fairly  represent  the  DFAS 
position,  it  should  have  gone  to  the  OPR  on  the  CFO  statements,  the  Director  of  Security 
Assistance  Accounting,  to  confirm  vhat  various  associates  allegedly  said.  Because  of  the 


they  are  responsible.  This  can  often  lead  to  a  narrow  understanding,  or  opinion,  on  what  can  be 
complex  questions. 


OMnplexities  of  tire  FMS  accounting  system  and  the  interplay  with  standard  DoD  accounting 
systems,  many  of  the  DFAS  associates  have  cmly  a  limited  view  based  on  die  segments  for  w 
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Many  such  statements  were  not  brought  to  DFAS  senior  management’s  attentiem  until 
after  the  audit  was  complete,  and  some  were  not  brought  to  DFAS  senior  management’s  attention 
until  the  draft  report  was  issued.  This  oftice  believes  drat  this  type  of  audit  demands  much  better 
cooperation  between  the  OIG  auditors  and  the  DFAS  staff.  It  is  obvious  that  communication 
between  the  audit  staff  and  the  DFAS  accounting  staff  must  be  improved.  This  was  agreed  to  by 
the  DFAS  managers  and  the  audit  staff  during  the  follow-on  meetings.  Communication  is 
especially  difGcult  when  an  audit  disclaimer  letter  is  issued  before  the  audit  results  are  presented 
for  comment.  This  should  not  happen  on  future  audits  of  this  type. 

Broad  statements,  such  as  **DFAS  internal  controls  were  not  adequate  to  provide 
reasonable  assurance”  and  “accouru  balance(s)  may  be  materially  misstated,”  arc  extremely 
misleading.  Many  sudi  statements  are  not  supported  by  the  audit  findings  in  ftiis  report 


EXECUTIVE  SUMMARY 

OIG  Statement:  The  DFAS-DE  did  not  account  for  the  revenue  and  expenses  in  the  FMS  Trust 
Fund  Financial  Statement.  As  a  result,  those  financial  statements  were  noncompliant  with  the 
Office  of  Management  and  Budget  Bulletin  No.  94-01,  and  there  was  no  assurance  that  those 
statements  presented  fairly  the  financial  condition  of  the  fund  (Finding  A). 

OUSD(C)  Comment;  It  has  been  the  position  of  the  Department  of  Defense  that  revenue  and 
expenses  do  not  exist  in  the  FMS  Trust  Fund.  Accordin^y,  it  is  the  policy  of  tiie  OUSD(C)  to 
exclude  the  reporting  of  revenue  and  expenses  from  the  FMS  Trtist  Fund  financial  statements. 
Thus,  it  is  incorrea  to  imply  that  the  financial  statements  were  noncompliant,  because  the  DFAS- 
DE  did  not  account  for  revenue  and  expenses.  The  Department  continues  to  believe  that  the  OIG 
is  incorrect  in  its  conclusion  that  die  FMS  Trust  Fund  experiences  revenue  and  expenses. 
However,  if  the  OIG  maintains  diat  position,  it  should  not  imply  that  the  DFAS-DE  is  the  cause 
of  die  OIG  perceived  noncompliance.  Rather,  the  OIG  statement  should  be  reworded  as  foUows: 

“Department  of  Defense  policy  did  not  permit  DFAS-DE  to  account  for  the  revenues  and 
expense  in  the  FMS  Trust  Fund  financial  statement.  As  a  result,  the  OIG  believes  diat 
diose  financial  statements  were  noncompliant  with  the  Office  of  Management  and  Budget 
BuUetin  No.  94-01 ,  and  there  was  no  assurance  that  those  statements  presoited  fairly  the 
financial  condition  of  the  fund  (Finding  A).” 


FINDING  A.  ACCOUNTING  FOR  REVENUES  AND  EXPENSES 

The  DFAS-DE  did  not  account  for  revenues  and  expenses  in  the  FMS  Trust  Fund.  The  statement 
of  operations  and  changes  in  net  position,  as  of  September  30, 1995,  reported  zeros  for  all 
revenue  and  expense  accounts.  The  revenues  and  expenses  were  not  accounted  for  because  DoD 
Financial  Regulation  Volume  15,  did  not  allow  revenue  and  expense  recognition.  As  a  result,  the 
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FY 1995  financial  statements  for  the  FMS  Trust  Fund  were  nojcompliant  with  0MB 
No.  94-01,  and  there  was  no  assurance  that  those  statements  presented  fairly  the  finanri^i 
condition  of  the  FMS  Trust  Fund.  Specificafiy, 

•  the  overall  performance  of  the  FMS  Trust  Fund  could  not  be  measured, 


•  analyzing  the  unearned 'urdiarge  revenues  and  expenses  and  redistributing  die 

balances  were  not  accomplished,  and 

•  profits  and  losses  to  the  U,S.  Government  fiom  the  attrition  fees  paid  by  the  foreign 
customers  were  not  disclosed  in  the  financial  statements. 


OUSD(C)  Comments: 

The  absence  of  revenues  and  expenses  in  the  FMS  Trust  Fund  financial  has 

been  a  recurring  issue.  As  expressed  to  the  OIG  at  the  conclusion  of  the  audit  of  the  FY  1992 
finartcial  statements  for  the  FMS  Trust  Fund,  and  at  several  meetings  between  representatives  of 
the  OUSD(C)  and  the  OIG  before,  during  and  at  the  conclusion  of  this  audit,  the  FMS  Ttast  Fund 
was  established  for  the  purpose  of  holding  advance  payments  received  fium  FMS  The 

collection  of  these  advances  is  not  revraue  to  the  U.S.  Government,  and  subsequrat  payments  of 
such  amounts  to  perfoiming  commercial  vendors  or  Federal  Agencies  does  not  represent  expenses 
to  the  FMS  Tmst  Fund. 

The  Arms  Export  Control  Act  requires  foreign  countries  to  pay  for  purchases  in  advance 
of  deliveiy-often  prior  to  purchase.  Such  advance  payments  are  collected  imo  die  FMS  Trust 
Fund,  and  held  in  individual  country  accounts.  These  amounts,  although  paid  into  the  FMS  Thist 
Fund,  remain  the  property  of  the  applicable  foreign  governments,  and  are  held  “in-tmst”  by  die 
U.S.  Government  As  such,  these  amounts  do  not  represent  an  asset  of,  and  are  not  revenue  to, 
the  U.S.  Government  Instead,  the  amounts  represent  cash  assets  of  die  FMS  Tmst  Fund  and  a* 
liability  of  die  U.S.  Government  CThese  amounts  are  a  liability  because  die  U.S.  Government 
does  not  have  ownership  of  the  cash,  and  must  return  the  cash  to  the  appii<~aMf  foreign 
governments,  if  the  amount  collected  is  not  needed  for  the  purposes.) 

Once  applicable  amounts  are  paid  into  die  FMS  Tmst  Fund  by  foreign  countries,  the 
amounts  generally  remain  within  the  FMS  Trust  Fund  until  paid  to  a  commercial  vendor  or 
performing  Federal  activity,  as  reimbursement  for  expenses  incurred  by  the  vendor^ edeial 
activity.  Payments  flmn  the  FMS  Tmst  Fund  to  eidier  commercial  vendors  or  performing  Federal 
activities,  gener^y  would  be  revenue  to  the  vendor  or  Federal  activity  receiving  the  paymem. 
While  some  individuals  are  paid  fiom  the  FMS  administrative  charge  account,  diese  individuals 
actually  work  for  the  Military  Departments  or  defense  agencies  and  not  for  the  FMS  Tmst  Fund. 
Additionally,  the  FMS  Tmst  Fund,  itself,  does  not  perform  any  work,  nor  does  it  incur  expenses. 
Further,  since  the  cash  in  the  FMS  Tmst  Fund  is  not  “owned”  by  the  U.S.  Govemment,  tu.ith.r 
die  coUection  of  the  advances  by  the  FMS  Tmst  Fund,  or  payments,  to  a  performing  activity  by 
die  FMS  Tmst  Fund,  are  revenues  or  expenses  to  the  FMS  Tmst  Fund.  Rather,  it  is  the 
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activities-wh«her  commercial  ve^ 

lecognize  revenue,  and  incur  expenses  related  to  FMS  cases  not  tfiA  PMC  TVi.e.B  j  * 
rainhTOiiKM,  o  prepM,  to  a,  prt'trainsc(»»«»»orI^ 

Assistance  Agency  prim-  to  disbursing  sucii  amounts  toSe 
o  9^'  include  amounts  collected  inu>  so-called  “surcharge 

•cconttM^  Padca^g.  Cratmg  and  Handling:  Thsispoitation;  Administrativ^L^L 
Sui^ Charges;  Annuon;  and  Contract  Administratioa  Unlite  u 

appbcable  foreign  country’s  account  until  disbuised  from  th^S 
J»^^o.mtdheldandadministeredby,theDef^^^ 

Sf„?f  Accordingly,  unlike  those  amounts  paid  directly 

fimds  deposited  iTthSSdarge^^^^ 
transfer  to  the  U.S.  Government  prior  to  the  payment  to  the  perfonnmg^^es.  ^ 

:ssS^S5?~=^i'i: 

irthe  Office  of  Management  and  Budget  determines  that  the  FMS  TVust  Fund  is  subiect  to 
flK  requmram  to  prepare,  and  have  audited,  CFO  financial  statement  JteOUsSfC? 

^  work  the  Defense  Security  Assistance  Agency  and  tte  dS  ^ 

Acwunmg  Service  to  establish  policies  and  ptoc^Ss  to  aSnun 
applicable  financial  statements,  revenues  and  expenses  for  the  surcharg^  accoum^ 
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Recommendations  for  Corrective  Action: 

OIG  Recommendation  AJjl:  We  recommend  that  the  Under  Secretary  of  Defense 
(ComptroUer/CFO)  revise  DoD  Financiai  Management  Regulation  (PoD  7000. 14-R),  Volume  15, 

“Seonity  Assistance  Policy  and  Procedures,”  dated  March  1993,  to  require  recognition  and 

accounting  for  the  revenues  and  expenses  of  the  Formgn  Milhaiy  Sales  (FMS)  Trust  Fund,  or 
obtain  a  waiver  from  compliance  with  the  Office  of  Management  and  Budget  Bulletin  No.  Wol, 
“Form  and  Content  of  Agency  Finandal  Statement.” 

OUSD(Q  Response  to  A.l.a.:  Partially  concur.  As  stated  in  responses  to  this,  and  prior  audits, 
of  the  FMS  Trust  Futtd,  the  OUSD(C)  firmly  believes  that  amounts  collected  from  FMS 
customers  in  advance  of  performance  remains  the  property  of  the  foreign  countries  and  does  not 
represent  revenue  to  the  FMS  Trust  Fund.  Similarly,  payments  made  fium  the  FMS  Trust  Fund, 
to  performing  activities,  on  behalf  of  the  foreign  countries,  does  not  represent  expenses  to  the 
FMS  Trust  Fimd.  Rather,  h  is  the  performing  activities  that  earn  revenue  [to  ofi&et  expenses  that 
they  have  incurred].  However,  the  OUSD(C)  also  recognizes  that  some  amoums-those  amounts 
transferred  to  so-called  surcharge  accounts-can  represent  revenue  to  the  U.S.  Government.  In 
those  instances  when  revenue  is  earned  by  the  U.S.  Government,  it  should  be  accounted  for,  and 
reported,  as  revenue  (along  with  any  assodated  expenses). 

Accordingly,  if  the  Office  of  Management  and  Budget  determines  that  the  FMS  Trust  Fund  is 
subject  to  the  requirement  to  prepare,  and  have  audited,  CFO  financial  statements,  the  OUSD(C) 
will  work  with  the  Defense  Security  Assistance  Agency  and  the  Defense  Finance  and  Accounting 
Service  to  establish  the  policies  and  procedures  to  ensure  that  revenues  and  expenses  are 
accounted  for,  and  rq»orted  in  applicable  financial  statements,  for  those  amounu  in  the  various 
applicable  surcharge  accounts.  However,  all  other  amounts  (advance  payments)  collected  by,  and 
paid  from  the  FMS  Trust  Fund,  for  FMS  customers,  will  continue  to  be  recorded  as  a  liability  in 
the  FMS  Trust  Fund,  as  is  done  under  current  procedures.  Such  advance  pjoments  include  funds 
to  be  paid  directly  to  performing  vendors  and  Federal  activities  would  continue  to  be  accounted 
for,  and  repotted,  in  die  current  maimer. 


OIG  Recommendation  A.l.b.:  We  recommend  that  the  Under  Secretary  of  Defense 
(CompfroUer/CTO)  revise  DoD  Financial  Management  Regulation  ^D  7000.14-R).  Volume  15, 
“Security  Asastance  Policy  and  Procedures,”  to  require  recognition  and  proper  reporting  of  the 
U.S.  Government  equity  in  the  attrition  surcharge  fund  balance  as  a  footnote  to  the  finandal 
statement,  in  a  separate  fund,  or  other  means  of  disdosure. 

OUSD(C)  Response  to  A.l.b.:  Partially  concur.  If  die  Office  of  Management  and  Budget 
determines  that  the  FMS  Trust  Fund  is  subject  to  the  requirdnent  to  prepare,  and  have  audited, 
CFO  financial  statements,  the  OUSD(C)  will  modify  applicable  guidance  to  provide  for  amounts 
in  the  attrition  surcharge  account  to  be  disdosed  as  U.S.  Government  equi^. 

OIG  Recommendation  A,2.:  We  recommend  that  the  Director,  Defense  Finance  and 
Accounting  Service,  Denver  Center,  analyze  the  surcharge  subsidiary  ledgers  in  the  unearned 
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revenue  -  advances  fiom  pubLc  account  to  recommend  to  the  Defense  Security  Assistance 
Agency  rate  changes  and  redistribution  of  suichaige  account  balances. 

ODSDfC)  Response  to  A.2.:  Paitially  Concur.  As  a  result  of  a  joint  review  of  security 
assistance  financial  management  functions  peifonned  the  DFAS-DE  in  Fttmiaiy  1996,  the 

USD(C)  and  PDUSD(P)  agreed  that  analyses  of  surdtaige  subsidiary  ledgers  in  die  iin*»a^>w 
revenue  -  advances  from  public  account  would  be  conducted  by  the  Defense  Security  Assistance 
Agency.  T^e  next  revision  of  BoD  Financial  Management  Reyiitatir«i  (DoD  7000.14-R),  Volume 
15,  "Security  Assistance  Policy  and  Procedures,”  will  be  changed  accordingly. 

This  office  does  not  agree  that  the  DSAA  should  redistribute  any  surriiarge  amounts 
previously  colleaed.  Surcharge  amounts  charged  to  FMS  countries,  based  on  a  stated  percentage 
or  other  factor ,  should  be  treated  as  a  “fixed  price”  for  the  appUcable  service.  Additionally,  hasfd 
<m  die  above  discussed  analysis,  such  fixed  prices  can  be  expected  to  be  adjusted  from  time-to- 
time.  However,  the  Department  considers  ownership  of  the  frmds  to  have  passed  fiom  the  FMS 
customer,  to  the  Defense  Security  Assistance  Agency,  at  the  time  the  funds  were  transferred  from 
the  appUcable  country’s  account  to  the  aRrUcable  surcharge  account.  As  sudt,  appUcable  foreign 
countries  have  no  claim  on  such  amounts,  and  there  is  no  need  to  redistribute  past  Xo 

the  extort  that  future  rates  need  to  be  adjusted,  they  can,  and  should,  be  adjusted. 


OIG  Reco^endadon  A  J.:  We  recommend  that  the  Director,  Defense  Security  Assistance 
Agenty,  adjust  the  surcharge  rates  and  redistribute  die  surcharge  account  haianw  annuaUy  in 
coordination  with  the  Under  Secretary  of  Defense  (ComptroUer),  using  the  actual  strreharge  data 
and  analyses  performed  by  the  Defense  Finance  and  Accounting  Service,  Denver  Center,  to 
ensure  the  FMS  Trust  Fund  operates  at  no  cost  or  profit  to  the  U.S.  Government. 

0US1>(C)  Response  to  A3.:  PartiaUy  concur.  As  indicated  in  die  response  to  Recommendation 
A3.,  the  Defense  Security  Assistance  Agency,  and  not  toe  Deferrse  Finance  and  Accounting 
Service,  is  respotBible  for  analy^g  applicable  surcharge  rates.  Also,  as  discussed  in  toe  response 
to  Recommendation  A.2.,  toere  is  no  need  to  redistribute  past  collections.  To  the  extent 
future  rates  need  to  be  adjusted,  they  can,  and  should,  be  adjusted. 


FINDING  B.  FUND  BALANCES  WITH  THE  TREASURY 

The  DFAS-DE  did  not  have  reasonably  accessible  audit  trails  to  track  about  $13.4  billion  of 
^bursements,  and  $3703  million  of  undistributed  disbursements.  Audit  trails  were 
because  the  Defense  Integrated  Financial  System  (DIFS)  did  not  have  disbursement  voudtw 
nimtoers  and  dates  traceable  to  DFAS,  Columbus,  records.  Additionally,  the  DFAS-DE  did  not 
foUow  up  and  research  undistributed  disbursements,  and  the  DSAA  had  not  a  time- 

phased  plan  to  resolve  toe  undistributed  disbursements.  As  a  result,  the  DFAS-DE  intoTt^ai 
controls  were  not  adequate  to  provide  reasonable  assurance  that  toe  $53  billion  repotted  in  the 
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iund  balances  wift  the  Itasury  was  accurate;  therefore,  that  acccMmt  balance 
misstated 


OUSD(C)  Conunems: 

Tliis  ofiTice  strongly  disagrees  that  die  audh  findings,  as  reflected  in  the 
suppon  die  conclusion  that  the  Treasury  FMS  Tnist  Fund  balance  may  be  materially 
Ibel^AS'DE  balances  to  Treasury  c^  to  the  penny,  each  mondL  The  fKtdiat  some 
disbursements  are  not  distributed  to  a  specific  counny/case  for  a  period  of  time,  and  the  lade  of  an 
easily  accessible  audit  trail,  does  not  support  the  conclusicm  that  the  account  balance  may  be 
materially  misstated  Further,  s^iether  the  audit  traO  for  disbursemems-fiom  the  Z>(^ertiiienta] 
level  accounting  system  to  the  source  or  installation  level  disbursing  system-was  not  easily 
accessible  is  a  subjective  determinatioa 

This  of^ce  disagrees  with  die  statement  that  the  DFAS-DE  does  "liot  foUow-up  on 
undistributed  disbursements.''  Iht  auditors  miscemsnued  the  monitorship  by  the  DFAS-DE  of 
undistributed  disbursements  in  the  Departmental  levei  system  as  a  lack  of  emphasis  in  diis  area. 
The  Departmem  has  a  major  financial  management  initiative  to  resolve  problem  disbursements. 
Specifically,  in  the  security  assistance  area,  listings  of  undistributed  disbursements  are  sent  to 
installation  level  accounting  ofGces  each  mcMUh.  Personnel  at  die  1^AS*1^  are  assigned  to 
specific  activities  to  assure  problem  disbursements  are  worked  and  a  spedal  projects  office  has 
been  created  to  resolve  problem  disbursements.  Significant  accomplishments  have  been  made, 
especially  in  the  past  year. 

The  OIG  description  of  how  the  disbursement  process  works  in  die  Department  of 
Defense,  as  described  on  page  17  of  the  draft  audit  report,  is  materially  misstated  IheDoD 
accounting  systems  are  designed  in  a  hieraidiical  manner,  with  source  level  (book  of  original 
entry)  in  installation  level  systems.  Data  is  consolidated  and  reported  to  intermediate  or 
Departmental  level  systems,  and  for  FMS,  data  is  further  consolidaied  aixl  leponed  to  an  FMS 
Dejxurtmemal  level  system.  The  OIG  auditors  failed  to  confirm  with  senior  DFAS  management 
personnel  their  concept  of  how  the  accounting  imicess  worics  prior  to  perfonning  the  audit 

The  OIG  description  on  page  1 7  of  the  draft  report  dearly  shows  a  continued 
misunderstanding  of  the  disburs'mg,  accounting  and  reporting  process  by  the  CHG.  Disbursing 
statkms  do  not  input  disbursement  data  into  the  DIFS.  Additionally,  the  DFAS-Cohunbus  does 
not  report  disbursement  data  to  the  DIFS.  The  DFAS^^lumbus  opesites  the  installation  or 
source  level  system.  It  reports,  not  to  the  DIFS,  but  to  one  ^the  three  Military  Departmental 
level  systems.  The  disbursement  data  for  all  disbursing  stations,  for  each  Military  Department,  is 
consolidated  into  Military  Department  level  disbursement  reports,  whkh  are  reported  to  die 
Depormiental  level  accounting  system,  DIFS,  and  the  Treasury.  The  IX^ASpetsoand  were  able 
ID  locate  most  of  the  voudiers  by  using  these  Military  Depart^t  levd  systems  and  some 
research.  The  DFAS  concedes  that  the  audit  trail  was  not  cemveruem  for  the  auditors;  however, 
the  audit  trail  does  exist.  In  addition,  enhancements  are  being  made  to  assure  voudier  numbeis 
will  be  in  the  Military  Departmem  level  systems  to  assist  in  future  audits. 
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AxkiitionaUy,  the  OIG  auditors  frequently  w«it  to  personnel  in  junior  level  positions,  or 
personnel  who  did  not  have  adequate  knowledge  in  the  area,  and  asked  questions  of  coiporate 
DFAS  policies,  systems  or  procedures.  For  example,  statements  such  as  diat  on  Page  19  that 
*OTAS-DE  personnel  infoimcd  us  that  they  have  authority  over  neitiicr  die  DoD  implementing 

agencies  and  the  disbursing  stations,  nor  all  die  Defense  Accounting  Offices”  are  inaccinate.  The 

DFAS  has  control  oyer  aU  Defense  Accounting  Offices.  Statements  of  diis  nature  should  be 
verified  before  being  placed  in  an  audit  report.  Also  on  page  21  of  the  draft  report,  it  is  stated 
that  someone  at  the  DFAS-DE  did  not  believe  they  had  authority  over  some  Def^aise  Accounting 
Offices.  The  DFAS  has  procedures  to  assure  centers,  DAOs  and  other  network  activities 
cooperate  to  resolve  problem  disbursements.  This  portion  of  die  report  also  discusses  the 
Departmental  level  system  undistributed  account  where  detail  disbursing  and  accounting  station 
tiansacdons  cannot  1^  matched  one  to  one.  The  DFAS-DE  personnel  explained  to  the  OIG 
auditors  that  the  transaction  level  disbursement  clearance  process  was  in  the  intermediate 
(MILDEP)  and  installation  level  accounting  systems,  not  at  the  Departmental  level  DIFS. 


Recommendations  for  Corrective  Action; 

OIG  Recommendation  We  recommend  that  the  Director,  Defense  Finance  and 
Accounting  Service,  Denver  Center,  modify  the  applicable  subsystems  of  the  Defense  Integrated 
Financial  System  to  retain  the  disbursement  voudier  number  and  the  disbursement  day  diat  are 
transmitted  to  the  DFAS-DE  Center  by  disbursing  stations. 

OUSD(C)  Response  B-1^:  Concur.  The  DFAS  will  work  with  system  managers  to  modify  the 
applicable  DIFS  suf^wrting  feeder  subsystems  to  retain  the  disbursement  voucher  number  and 
disbursement  date.  Required  changes  to  MOCAS,  CPAS  and  CMCS  will  be  documented  by 
September  30, 1996,  and  implemented  as  resources  are  available. 


OIG  Recommendation  We  recommend  that  the  Director,  Defense  Finance  and 
Accounting  Service,  E>enver  Center,  establish  management  controls  to  ensure  that  the  Defense 
Finance  and  Accounting  Service.  Denver  Center,  identify  the  agencies  causing  the  undistributed 
disbursements,  follow  up  with  those  agencies  to  resolve  die  amounts  in  suspense,  and  implement 
guidance  omtained  in  the  USD(C)  memorandum,  subject:  Procedures  for  Researching  and 
Correcting  Unmatched  Disbursements  and  Negative  Unliquidated  Obligation  Transactions. 

OUSD(C)  Response  B.l«b:  Concur.  Actions  arc  being  taken  to  resolve  problem  disbursements. 
On  May  6, 1 996,  the  Office  of  the  Under  Secretary  of  Defense  (CompooUer)  granted  the  DSAA 
an  extension  until  September  30, 1996,  to  obligate  amounts  for  problem  disbursements.  The 
DSAA  and  DFAS  were  tasked  in  May  1996  to  develop  specific  plans  to  better  identify  and 
resolve  undistributed  disbursements.  Those  plans  include  the  following  specific  objectives: 

♦  Individual  expenditure  authorizations  (EA)  issued  to  disbursing  offices  must  be 
reconciled  monthly  by  the  DFAS-M  to  die  detail  payments  that  are  issued. 
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•  Reduce  the  DIFS  undistributed  disbursements  balance  to,  at  most,  $200  million. 

•  The  DIFS  must  begin  providing  the  DS AA  with  monthly  reports  that  accurately  report 
the  statistics  of  problem  disbursements  stratified  by  Ccmipcment  and  fund  holder. 

•  The  DS  AA  will  institute  a  management  proctss  that  highlights  and  resolves  problem 
disbursements. 

•  Reduce  the  January  1 996  reported  problem  disbursements  balance  by  50  percent 


OIG  Recommendation  B.2.:  We  recommend  that  the  Director,  Defense  Finance  and 
Accounting  Service,  establish  management  controls  to  ensure  that  disbursing  stations  identify  a 
valid  foreign  military  sales  country,  case  or  surcharge  account  before  processing  a  disbursement 
to  the  Foreign  Military  Sales  Trast  Fund. 

OlJSD(C)  Response  BJ.:  Concur.  Actions  are  being  taken  to  diange  procedures  to  assure 
disbursement  transactions  identify  the  foreign  customer  or  surcharge  account  before 
disbursements  ait  processed  Systems  also  have  been  revised  to  ptevalidate  disbursement 
transactions  for  certain  dollar  thresholds.  Policy  guidance  will  be  issued,  by  June  30, 1996.  to 
disbursing  activities  directing  that  all  FMS  disbursements  must  be  identified  to  a  valid  foreign 
customer  or  surcharge  account.  Systems  will  be  changed  to  prevalidate  disbursement  data  by 
September  30, 1996. 


OIG  Recommendation  B  J.:  We  recommend  that  the  Director,  Defense  Security  Assistance 
Agency,  establish  a  time-phased  plan  to  resolve  the  undistributed  disbursements. 

OUSD(C)  Response  to  B  J.:  Concur.  See  the  OUSD(C)  response  to  Recommendation  B.l. 


FINDING  C.  UABIUTIES 

The  DFAS-DE  did  not  have  an  adequate  audit  trail  to  track  the  accounts  payable  -  transactions 
with  Federal  (government)  entities,  accounts  payable  -  transactions  with  non-Fedeial 
(government)  entities,  and  unearned  revenue  -  advances  from  public  -  other  non-Federal 
(government)  liabilities,  and  did  not  properly  accrue  accounts  payable.  The  audit  trail  was 
inadequate  because  the  DFAS-DE  did  not  ensure  inclusion  of  the  Navy  accounts  payable  in  DIFS, 
maintain  subsidiary  ledgers  for  the  accounts  payable  arul  die  unearned  revenue  account,  and 
perform  monthly  reconciliation  with  the  gen^  ledger.  Additionally,  the  DFAS-DE  did  not 
accrue  incurred  expenses,  because  it  was  not  required  to  maintain  expense  accounts  for  the  FMS 
Trust  Fund.  As  a  result,  the  DFAS-DE  internal  controls  were  not  adequate  to  provide  reasonable 
assurance  that  the  $182  million  of  accounts  payable,  and  $13.1  billion  of  unearned  revenue  were 
accurate;  therefore,  those  account  balances  may  be  materially  misstated. 
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OUSD(C)  comments: 

This  office  agrees  that  the  DIFS  system  did  not  contain  Navy  accounts  payable  data; 
however,  corrective  action  is  being  taken  to  obtain  Navy  accounts  payable  information  by 
September  30, 1996.  Audit  trails  for  other  payables  were  in  place  and  adequate.  Tins  office 
partially  agrees  that  monthly  reconciliations  of  detail  data  to  general  ledger  accounts  did  not 
occur.  This  office  ameurs  with  the  inadequacy  of  the  nK>nthly  reconciliations;  however, 
reconciliations  of  current  fiscal  year  changes  to  account  balances  did  occur.  Procedures  have 
been  developed  and  were  implemented  for  the  accounting  month  of  May  1996.  However,  this 
office  disagrees  that  subsidiary  data  for  accounts  payable  and  the  unearned  revenue  account  were 
not  maintained. 

Audit  Trail  for  Accounts  Payable:  The  DFAS  advises  that  the  OIG  auditors  went  to  the  wrong 
individuals  and  asked  the  wrong  questions.  Further,  die  auditors  did  not  appear  to  understand,  or 
accept,  that  detail,  source  level  transaaions  are  not  maintained  in  any  DoD  Departmental  level 
accounting  system,  nor  is  it  praaical  to  do  so.  The  OIG  was  given  a  list  of  summary  accounts 
payable  transactions  that  idwtified  payables  to  country,  case,  line,  and  activity,  wiicre  the  detail 
data  was  located.  Further,  the  auditors  were  shown  how  to  obtain  contract/vcndor  level  data  on 
those  payables.  The  individual  contacted  by  the  auditors,  at  die  DAO  Bolling,  cither  did  not 
understand  the  question,  or  did  not  understand  the  payables  audit  trail  The  auditors  were  given  a 
sample  of  the  installation  level  audit  trail  and  proof  that  vendor  identification  can  be  obtained 
without  element  of  expense.  Again,  the  information  the  auditors  received  from  lower  level  staff 
personnel  was  not  validated  with  DFAS  management.  Had  the  OIG  audit  staff  come  to  senior 
level  DFAS  personnel  caily-on  in  the  audit,  many  of  the  problems  encountered  during  the  audit 
could  have  b^n  avoided 

Audit  Trail  for  Unearned  Revenue:  During  the  OIG  Held  visit,  the  auditors  jumped  to  some 
invalid  conclusions,  because  questions  were  asked  of  the  wremg  people.  On  March  15, 1996,  the 
OIG  auditors  met  with  the  DFAS-DE  and  DFAS-HQ  persoimel,  this  represented  the  first  any 
issues  were  presented  to  the  DFAS  management  level.  The  DFAS-DE  provided  audit 
trails  to  the  auditors.  Subsequent  to  that  meeting,  the  DFAS  explained  to  the  auditors  how 
subsidiary  data  can  support  more  than  one  account  There  is  no  requirement  for  separate 
(duplicative)  transactions  for  every  account  a  subsidiary  record  supports.  In  addition  to  the 
audit  trail,  the  DFAS  provided  the  beginning  Unearned  Revenue  value,  current  fiscal  year  debits 
and  credits,  and  fire  ending  fiscal  year  values.  This  information  was  provided  in  die  format,  and  at 
the  level,  asked  for  by  the  auditors.  The  general  ledger  balance  did  agree,  to  Ac  penny,  to  Ac 
supporting  detail,  once  Ae  proper  DFAS  personnel  were  rx)tified  of  Ac  request,  and  Ae  correct 
data  was  provided.  ThisclementofAe  finding  is  inaccurate,  and  it  has  previously  been  discussed 
wiA  Ae  OIG  auditors. 

Accrual  Basis  of  Accounting:  The  DFAS  agrees  that  Navy  accounts  payable  were  not  included  m 
Ae  financial  statements.  The  DFAS  is  taking  aaion  to  obtain  Navy  accounts  payable  for  future 
reports  by  September  30, 1996.  The  DFAS-DE  did  post  all  accrued  payables  known  at  Ae 
central  cite  on  a  monthly  basis.  The  DFAS  is  reviewing  possible  ways  to  obtain  information  about 
vouchers  due  and  not  yet  paid  ffom  feeder  systems.  This  review  will  be  completed  and 
procedures  issued  by  September  30, 1996. 
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AcgOMlB  Payable  Recongiliation:  The  DFAS  advises  that  DFAS  personnel  did  validate  the 
accounts  payable  account;  however,  only  the  current  fiscal  year  change  was  validated  each 
accounting  period.  Existing  systems  were  designed,  prior  to  CK)  reporting  requirements,  to 
accommodate  budget  execution  DD  Form  1 176  repotting,  wiiich  uses  current  year  diange  in 
pay^te.  This  technique  assured  the  validity  of  the  current  year  change,  but  foiled  to  revalidate 
die  initial  account  balance.  Procedures  have  been  changed  to  assure  monthly  validation  of  the 
wore  account  balance.  It  is  recognized  that  accounts  payable  were  not  aged  at  the  Depaitmental 
level,  as  described  in  DoD  7000.14-R,  Volume  15.  A  revision  to  DoD  7000.14-R,  Volume  15 
will  reflect  a  diange  that  detailed  payable  records  are  cmfy  maintained  in  installatioi  level  CTStem, 
and  therefore,  can  onty  be  aged  at  that  level.  Monitoring  payables,  and  assuring  specific  vendors 
are  paid  promptly,  is  a  function  of  the  installation  level  accounting  activity.  Duplicating 
contract  and  vendor  level  data  in  intermediary  and  Departmental  level  systems  would  not  be 
practical  and  would  be  very  costly. 

Unearned  i^cyenue  Rcconctliation-  The  OIG  auditors  were  provided  a  detail  audit  trail  to  the 
Unearned  Revenue  Account  that  balanced  to  the  penny.  The  major  issue  with  diis  account  does 
not  seem  to  be  the  DFAS  prances,  but  rather  the  DoD  policy  that  flic  FMS  Thist  Fund  does  not 
have  revenue,  expense  or  equity.  Because  the  account  does  not  have  equity,  the  DFAS 
recognizes  all  cash  received  as  unearned  revenue  and  reduces  unearned  revenue,  as 
are  made  on  behalf  of  the  foreign  customer. 

fey  Accounting  Requirements.'  General  ledger  accounts  are  balanced  to  detail  source  level  data 
in  installation  level  systems  fiequeraly.  Financial  transactiois  recorded  in  source  level  systems  are 
supponed  with  pertinent  documents  and  source  records.  Data  in  intermediary  and  Departmental 
level  systems  are  supported  by  detailed  oansactions  and  source  documents  at  the  installation  level 
accounting  c^ice.  Aii  audit  trail  to  this  data  is  available  in  Ae  Departmental  level  system.  While 
source  data  is  not  available  in  Ae  Departmental  level  system,  as  desired  by  the  OIG  such  soiree 
data  should  not  be  dupUcated  in  Ae  Departmental  level  system.  For  most  data  elenrents. 
Departmental  level  systems  are  only  up^ted  monAly  as  feeder  reports  are  received  from 
subordinate  level  systems.  The  OIG  auditon  attempted  to  auAt  Ae  accounts  by  WtHno  only  at 
Ae  Departmental  level  systems  and  not  Ae  feeder  systems. 

Audi!  Trail  for-Uneained  Revenur:  The  DFAS-DE  provided  Ae  OIG  auditors  rior.ifn,.ntat;«n 
Aat  Identifies  Ae  specific  dollar  amounts  received  fiom  each  foreign  customer.  There  is  no 
n^uirement  to  dupUcate  subsidiary  records  for  each  general  ledger  accoum  that  the  data  supports. 
The  unearned  revenue  account  has  detailed  supporting  data,  and  Ae  account  is  maintained  in 
accordance  wiA  DoD  policy.  The  DFAS  managemem  explicitly  told  Ae  OIG  auditors  that 
unearned  revenue  is  an  account  that  has  supporting  subsidiary  data  Aat  identifies  specificallv  Ae 
amount  unearned  for  each  customer.  ^ 


Becommendatiofts  for  Oorrective  Action? 

OIG  Recommendation  C.I.:  We  recommend  that  Ae  Assistant  Secretary  of  the  Navy  (Financial 
Management  and  Comptroller)  report  to  Ae  Defense  Finance  and  Accounting  Service,  Denver 
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Center,  the  Navy’s  foreign  military  sales  accounts  payable  a^rlicable  to  transactions  with  Federal 
(governmental)  entities,  and  transactions  with  non-Federal  (government)  entities,  in  compliance 
wift  the  DoD  Financial  Management  RegulaUon,  Volume  15,  “Rnancial  Management  Regulation' 
Security  Assistance  Policy  and  Procedures,”  March  1993. 

OUSD(C)  Re^nse  C.1 :  Concur.  The  Navy  accounts  payable  should  be  reported  and  action  is 
being  taken  to  receive  this  data  by  September  30, 1996.  Hovi^ver,  accounts  payable  data,  if 
available,  should  be  in  accounting  systems  maintained  by  die  Eff'AS.  The  DFAS  will  maVA 
system,  or  procedural,  changes,  and  work  with  the  Navy,  to  better  ensure  that  ar/yumtc  payable 
information  for  the  Navy  is  reported. 


OIG  Recommendation  C  Report  the  Navy  accounts  payable  in  the  Defense  tntAgratfd 
Financial  System,  and  the  financial  statements. 

OllSD(C)  Response  CJl.a:  Concur.  Action  is  being  taken  to  receive  this  data  by  September  30 
1996. 


OIG  Recommendation  C,2d>:  Maintain  a  subsidiary  ledger  for  die  accounts  payable  to  allow 
identification  and  testing  of  audit  trails,  as  required  by  DoD  7000.1 4-R.  Volume  15. 

OUSD(C)  Response  C.2.b:  Concur.  WiththeexceptionofNavy  accounts,  which  were  not 
reported,  an  audit  trail  from  the  Departmental  level  system  to  the  installation  level  accounting 
syaem  exists  today.  Examples,  of  how  this  audit  trail  works,  were  given  to  the  OIG  auditors. 
This  audit  trail  requires  that  one  go  to  the  installation  level  accounting  activity,  in  order  to  find 
aged  payables  and  contract  or  vendor  identification.  In  Departrnental  level  systems,  accounts 
payable  is  an  overlay  figure  for  each  country,  case,  line,  and  reporting  entity.  Changes  will  be 
prepared  by  September  30, 1996,  and  included  in  the  next  revision  of  DoD  7000.14-R, 

Volume  15,  to  recognize  that  aging  and  vendor  identification  is  at  the  installation  level 


OIG  Reramrnendation  C.2.C.;  Request  accounts  payable  aging  lists  by  vendor  from  those  DoD 
organizations  implementing  Letters  of  Offer  and  Acceptance,  summarize  those  lists  at  the  FMS 
Thrst  Fund  level  and  perform  needed  analysis  to  ensure  fulfillment  of  the  task  assiemAH  by  DoD 
7000.14-R,  Volume  15. 

OGSD(C)  Response  C,2.c.:  Partially  Concur.  Payables  information  is  not  available  from  the 
Military  Departments.  Payables  can  be  obtained  erily  from  installation  level  arr^mring  systems 
maintained  by  the  DFAS.  In  addition,  as  mentioned  above,  DoD  7000.14-R,  Volume  15  will  be 
changed  to  reflea  the  aging  and  vendor  identification  fimetion  as  an  instaitarinn  level  fimAttftn 
Policy  changes  will  be  prepared  by  September  30, 1996,  and  included  in  tire  next  revision  of 
DoD  7000.14-R,  Volume  15. 
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OIG  Reoonmiaidation  C^.:  Reconcile  accounts  payable  witb  die  supponing 

documentation  or  subskiiaiy  mcoids  before  the  preparation  of  the  trial  balance  as  required  by 
DoD  7000.14,  Volume  15. 

OUSD(C)  Response  C«2.d.:  Concur.  Procedures  already  hive  been  dtanged  to  assure  the 
accounts  payable  account  is  reconciled  to  supporting  subsidiary  data  on  a  tegular  starting 
with  die  May  1996  business  month. 

OIG  Recommendation  C2jt^  liiipIememdieD6D7000.14'R,  Volume  15,  requirement  that 
subsidiary  ledgers  be  maintained  and  reconciled  inaatlify  for  the  unearned  revenue-advances  fom 
public-other  non-Federal  (government)  liabEides  account 

OUSEKC)  Response  C.l.e:  Concur.  Subsidiary  data  already  exists  in  support  of  die  unearned 
revenue  account.  The  DFASwDl  assure  that  this  data  is  reconciled  to  tte  general  le^er  account 
monthly,  starting  with  the  June  1996  accounting  period. 


OIG  Reconunendadon  C  Establish  procedures  at  the  Defense  Finance  and  Accounting 
Service,  Denver  Center,  to  properly  accnie  the  anticipated  expenses  attributable  to  the  accounts 
payable  at  the  end  of  each  month. 

OU^KC)  Reqxuise  C.2X:  Partially  Concur.  The  l^AS  will  take  action  to  c^xain  data  on 
payment  requests  received  and  due  at  each  month  end  and  not  yet  paid  (accrued  accounts 
payable).  Procedures  will  be  issued  and  implemented  by  September  30, 1996.  Specifics  on  what 
is  meant  by  anticipated  expenses  attributable  to  the  accounts  payable  is  na  explained  in  die  audit 
report.  The  DoD  policy  is  to  report  accrued  payable  based  chi  documented  evidence.  Further,  the 
Department  policy  is  that  there  are  no  expenses  in  die  FMS  Trust  Fund. 


FINDING  D.  ACCOUNTS  RECEIVABLE 

The  DFAS-DE  enonecxisly  classified  overcollections  from  customers  as  negative  accounts 
receivable  -  transactions  with  non-Federal  (government)  entities,  and  did  not  age  accounts 
receivable.  The  conditions  occurred  because  the  l^AS-I^  did  not  periodically  review  country 
accounts  receivable  balances  to  identify  credit  balances,  and  did  not  implement  DoD  Financial 
Regulation  Volume  15,  regarding  aging  of  leceiv^les.  As  a  result,  the  I^AS-IS  intemal 
controls  were  not  adequate  to  provide  reasonable  assurance  that  the  $25  bfllion  of  accounts 
receivable  reported  in  the  FY 1995  statement  of  financial  position  was  accurate;  therefore,  that 
account  balance  may  be  materially  misstated. 

OUSD(C)  Omunents:  If  a  customer  (country)  pays  more  dian  it  owes,  at  the  country  account 
level,  that  amount  should  be  posted  as  a  liability.  Action  is  being  taken  to  accom{dish  this. 
However,  die  facts,  as  stated  chi  page  32  of  die  draft  report,  describe  adjusting  a  customer’s 
accounts  receivable  ^^hen  it  has  overpaid  on  one  agreement  and  underp^  cm  anodier  agreement 
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below  the  country  level  By  regulation,  counoy  cash,  and  tiieitiim  receivables,  is  accounted  to 
at  country-and  not  subordinate  agreement-level  Adjusting  customer  accounts  receivable  for 
variances  within  a  country  program  should  continue. 


Aging  0£ACC0mtS  RcccivaMc:  The  DFAS-DE  dosage  accounts  receivable.  The  aging 
technique,  as  described  in  DoD  7000.14-R,  Volume  15,  needs  to  be  changed  to  SKHedea^ 
identify  a  ‘True  receivable”  and  a  “delinquent  receivable.”  A  revision  to  Volume  15  wO!  be 
prepar^  by  September  30, 1996.  In  the  cmpoiate  world  a  receivable  is  recognized  when  goods 
or  services  are  delivered  and  is  reduced  when  payment  is  received.  Fbr  die  Foreign  Military  Sales 
Thist  Fund,  a  receivable  includes  goods  and  services  delivered  but  not  yet  paid  for,  and  also 
includes  payments  made  on  bdralf  of  the  customer  ^rrogress  payments),  termiitati^  liability  and 
the  current  estimate  of  future  cash  needs.  Estimates  for  future  cash  ne^  are  always  a  current 
period  value  and  should  not  be  aged  or  considered  as  any  pan  of  a  delinquent  account.  Iheonly 
delinquent  accounts  are  those  country  accounts,  where  goods  and  services  have  been  delivered, 
payments  have  been  made  from  the  FMS  Trust  Fund  on  behalf  of  die  applicable  country,  and/or 
die  amount  of  termination  liability  is  in  excess  of  the  amounts  paid.  There  are  currently  two  such 
accounts,  and  those  accounts  were  reponed. 

Another  statement  in  this  section  states  “personnel  at  DFAS-DE,  however,  stated  that 
they  do  not  intend  to  age  the  accounts  receivable  because  aging  was  not  required.”  This  is  not  die 
D(^  policy,  nor  is  it  die  position  of  the  DFAS-DE  management  Because  one  empkiyee  of  die 
DFAS*DE  does  not  understand  die  question  being  asked,  or  die  complex  procedures  in  diis  area, 
does  not  make  the  statement  factual.  Again,  this  data  was  not  verified  by  the  auditors. 


Recommendations  for  Corrective  Action: 

OIG  Recommendation  D.I.:  Review  the  accounts  receivable  -  transactions  with  lum-Fecktal 
(governmental)  entities  subsidiary  balances  periodically,  as  required  by  DoD  Financial 
Management  Regulation  7000.14.  DoD  Financial  Man^ement  Repilation.  Volunift  15,  “Security 
Assistance  Policy  and  Procedures  ”  March  1993,  to  ensure  net  over-collections  from  custcnners 
are  reported  as  a  liability  of  the  Foreign  Military  Sales  Tnist  Fund  at  the  general  ledger  level 

OUSIHC)  Response  D.I.:  Concur.  Any  country  level  credit  accounts  receivable  will  be  posted 
as  a  liabi^  effective  with  the  June  1996  accounting  period.  However,  the  I^AS  will  oominue  to 
make  adjustments  to  net  overpayments  or  underpayments  at  case  level  within  a  country's  program 
(vice  report  as  a  liability).  This  is  consistent  with  the  policy  of  managing  FMS  cash  at  country 
level. 


OIG  Recommendation  D.2.:  ImplementDoDFinandalManagememRegulation  7000.14, 
Volume  15,  requirement  to  age  accounts  receivable. 
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OUSD(C)Resp<m$eDJ2.:  Partially  Concur.  Accounts  recdvable  currently  arc  being  aged  To 
clarify  the  aging  criteria,  a  policy  change  will  be  prepared  by  September  30, 1996,  and  included  in 
the  next  revision  of  DoD  7000.I4-R,  Volume  15. 


E.  ELECTRONIC  DATA  PROCF5SING  CONTROLS 

Hie  DFAS-DE  did  not  adequately  icstria  user  and  pHogrammer  access  to  the  accounting  system, 
and  did  not  follow  up  to  verify  tfiat  all  transactions  rejected  and  suspended  by  a  performance 
ccmirol  subsystem  of  the  DIFS  were  corrected  The  review  and  follow  up  were  inadequate 
because  DFAS-DE  did  not  periodically  review  eligibility  for  access,  awl  because  managers  in 
charge  of  monitoring  case  performance  did  noft  impkm^  the  policy  requiring  follow  up  and 
resolution  of  suspended  transactions.  As  a  result,  unauthorized  users  had  access  to  sensitive 
financial  information,  which  may  diminish  die  ability  of  the  internal  control  smicture  to  provide 
reasonable  assurance  of  financial  and  case  data  processing  integrity.  Additionally,  there  was  no 
assurance  that  reponed  case  performance  data  were  accurate. 

OUSD(C)  Comments:  The  security  software,  user  profiles  and  security  policy  and  procedures 
conform  to  DoD  Directive  5200.28.  No  additional  limitations  are  required  for  the  DIFS,  and  the 
Financial  Systems  Activity  -  Denver  is  compliant  with  current  rules,  legulaticms,  policies,  and 
directives  in  the  areas  of  internal  control  and  system  security  and  protection  of  mission  critical 
programs  and  data. 

■Controls  Qver  Accc?$  to  DIFS:  The  OIG  identified  over  635  users  as  remote  users  having  access 
to  financial  management  ledgers  (view  only);  however,  furtiier  review  by  die  DFAS  established 
diat  this  is  a  list  of  all  remote  users,  not  just  those  users  with  access  to  the  financial  management 
ledgers.  Only  ten  remote  users,  all  high  officials  of  die  DS AA,  had  access  to  view  this  data. 

Those  users  will  continue  to  be  given  access  to  view  diis  data.  The  DIFS  handbook  will  be 
modified  to  recognize  the  need  for  the  DSAA  to  have  view  only  access  to  financial  management 
data.  All  other  remote  users  always  have  been,  and  will  continue  to  be,  restricted  fiom  access  to 
diis  data. 

Unauthorized  Access,  to.the  Electronic  Data  Processing  System:  Onfy  ten  hi^  ranking  DSAA 
officials  had  access  to  view  this  data.  This  is  a  requirement  of  their  pxisition.  No  breach  of 
security  existed.  The  OIG  auditors  failed  to  realize  that  of  the  list  of  remote  users  they  obtained, 
only  1 0  users,  all  with  valid  need,  had  access  to  the  data  in  question. 

The  policy  and  pirocedures  for  maintaining  computer  programs  are  outlined  in  various 
Financial  Systems  Organization  pwlicy  statements,  to  include  internal  control  paocedures. 
Mainftame  based  computer  security  software  prevents  general  access  to  computer  program 
source  code  libraries  ^  production  data  sets. 

The  OIG  auditors  did  not  review  internal  control  and  security  features,  which  have  been 
established  at  the  Defense  MegaCZenter  Oklahoma  City,  to  paevent  unauthorized  access  to  both 
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computer  program  source  libraries  and  production  data  sets.  A  review  of  those  policies, 
procedures  and  software  would  have  shown  that  the  general  programming  population  of  the 
Financial  Systems  Activity  -  Denver  cannot  directly  modify  production  source  programs. 
Mainframe  based  security  access  software  (Computer  Associates  Top  Secret)  provide  a  locked 
and  contxoDcd  program  library  system.  Only  trusted  employees,  following  restrictive  and 
controlled  procedures,  can  generate  auditable  routines  that  will  update  production  source  code 
libraries. 

The  DIFS  programming  staff  does  not  have  direct  access  to  source  program^  turned  over 
to  the  DIFS  Systems  Test  office  for  Quality  Assurance  testing.  Following  established  procedures, 
programmers  make  modified  program  objea  code  available  to  the  system  test  office.  Test 
program  source  code  is  moved  to  a  locked  and  controlled  library.  Only  trusted  employees  have 
the  necessary  authorization  and  access  to  this  library  system.  As  in  die  production  environment, 
mainfiame  security  software  prevents  the  unauthorized  access  to  the  library  system. 

Access  to  production  data  files  also  is  restriaed  via  mainframe  computer  based  security 
software.  The  general  programming  population  and  die  user  community  caimot  modify 
production  data  without  proper  authorization.  Tnisted  employees  do  have  limited  access  to 
production  data  files  for  the  purpose  of  providing  production  support. 

Effcctiygncss  of  the  DIFS  Positive  Transaction  Control  Subsystem:  Action  has  been  taken  to 
assure  monitoring  and  correcting  of  these  transactions  on  a  regular  basis.  Procedures  will  be 
developed  and  implemented  by  September  30, 1996. 


OIG  Recommendation  E.I.:  Limit  the  number  of  the  Financial  System  Activity  programmeis 
with  access  to  the  production  version  of  the  application  software  of  the  fmanriai  managwnwit 
ledger,  to  the  minimum  number  needed  to  service  the  software  as  required  by  DoD  Directive 
5200.28,  “Security  Requirements  for  Automated  Information  Systems,”  March  21, 1988. 

OUSD(C)  Response  £.1.:  Concur.  The  DIFS  programmers  at  the  Financial  Systems  Activity  - 
Denver  currently  sig  restricted  ftom  general  access  to  both  production  program  source  rotif  and 
production  data  sets.  The  security  software,  user  profiles  and  security  policy  and  procedures  at 
the  Defense  MegaCemer  Oklahoma  conform  to  DoD  Directive  5200,28.  No  artrfitirtn.1 
limitatifflis  are  in  order  at  DIFS,  and  the  Financial  Systems  Aedvi^  -  Denver  is  mmpiimf 
current  rules,  regulations,  policies,  and  directives  in  the  areas  of  internal  control  and  system 
security  and  protection  of  mission  critical  programs  and  data. 


OIG  Recommendation  EJ.:  Ensure  implementation  of  Department  Operating 
Instruction  1 77-39,  “Suspended  Disbuisemaa,  Budget.  Peifonnance.  and  Notification 
Transactions,”  March  4, 1992,  to  monitor  lists  of  suspended  transactitms  and  comaa  and  follow 
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up  OT  actions  by  DoD  implementing  agencies  to  clear  peifonnance  tiansactitms  rejected  by  the 
Positive  Transaction  Ccaitrol  subsystem  of  the  Defense  Integrated  Financial  System. 

OUSD(C)  Req>on$e  E.2.;  Ctaicur.  Procedures  are  being  changed  to  assure  performance  rejects 
are  monitored  and  corrected  by  September  30, 1996. 
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DEPARTMENT  OF  THE  NAVY 

OmCE  or  THE  ASStrrANT  SECRETARY 
(riNANCIAU  MANAGEMENT  AND  COMPTROLLER) 

1000  NAVY  PENTAGON 
WASHINGTON.  D.C.  20350-1000 

2  1  JUN  1996 


MEMORANDUM  FOR  THE  DBPARIMBNT  OF  DEFENSE  ASSISTANT  INSPECTOR 

GENERAL  FOR  AUDITING 

Sub  j ;  DRAFT  DODIG  AUDIT  REPORT  ON  INTERNAL  CONTROLS  AND 

CC»!PL1ANCE  WITH  LAWS  AND  REGULATIONS  FOR  THE  FY  1995 
FINANCIAL  STATEMENT  OP  THE  DEFENSE  SECURITY  ASSISTANCE 
AGENCY  {PROJECT  NO,  5LG-2029,01) 

Ref:  (a)  DODIG  memo  of  10  May  96 


Enel:  (1)  Department  of  the  Navy  Comments. 

1.  We  have  reviewed  the  subject  report  provided  by 
reference  (a) .  We  concur  with  recommendation  C.l  to  report  to 
the  Defense  Finance  and  Accounting  Service,  Denver  Center,  the 
Navy's  foreign  military  sales  accounts  payable  applicable  to 
transactions  with  Federal  (governmental)  entities,  and 
transactions  with  non-Federal  (governmental)  entities. 

2.  Our  detailed  comments  are  in  enclosure  (1). 


Mndpei  OepMlY 


{Rnencial 


Copy  to: 

NAVINSGEN 

FMO-31 


Assistant  Secretary  of  the  Navy  (Financial  Management  and  Comptroller) 

Comments 


DBPARIMBNT  OP  THE  NAVY  CC^WKNTS 
ON 

DODIG  DRAFT  AUDIT  REPORT  OF  10  WiY  1996 
ON 

INTERNAL  CONTROLS  AND  COMPLIANCE  WITH  LAWS  AND  REGULATIONS  FOR 
THE  FY  1995  FINANCIAL  STATEMENT  OP  THE  DEFENSE  SECURITY 
ASSISTANCE  AGENCY 
(PROJECT  NO.  5LG-2029.01 

R>coiwndi  t  ion 

C.l  We  recocsnend  that  the  Aeslstant  Secretary  of  the  Navy 
(Financial  Management  and  Comptroller)  report  to  the  Defezise 
Finance  and  Accounting  Service,  Denver  Center  (DFAS-DE) ,  the 
Navy's  foreign  military  sales  accounts  payable  applicable  to 
transactions  with  Federal  (governmental)  entities,  and 
transactions  with  non* Federal  (governmental)  entities,  in 
cos^liance  with  DOD  Financial  Management  Regulation  Volume  15, 
"Financial  Management  Regulation:  Security  Assistance  Policy  arid 
Procedures,"  March  1993. 

DON  Cement: 

Concur.  Based  on  conversations  with  the  DODIG  auditors  and  DFAS- 
DE  (IPRE)  representatives  regarding  the  requirements,  we  believe 
that  reporting  of  accotmts  payable  is  feasible.  We  will  meet 
with  DFAS-DE  representatives  by  30  July  1996  to  develop 
specifications  to  meet  this  requirement. 

It  is  our  opinion  that  the  Volume  15  chapter  dealing  with  the 
accounts  payable  reporting  process  should  be  modified  to  clarify 
the  requirements  to  ensure  that  all  military  departments  utilize 
the  same  methodology  on  reporting  accounts  payable. 
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DEFENSE  SECURITY  ASSISTANCE  AGENCY 
WASHINGTON,  DC  20301.2i00 

Jj  9  JUN  1996 

In  reply  refer  to: 
1-004366/96 


MEMORANDUM  FOR  DIRECTOR,  LOGISTICS  SUPPORT  DIRECTORATE 
OFFICE  OF  THE  INSPECTOR  GENERAL,  DOD 


SUBJECT:  Audit  Report  pn  Internal  Controls  and  Conpliance  with 
Laws  and  Regulations  for  the  FY  1995  Financial 
•  Statement  of  the  Defense  Security  Assistance  Agency 
(Project  No.  5LG-2029.01) 

REFEP.ENCE:  DODIG  Memorandum  dated  May  10,  1996 


The  referenced  correspondence  requested  our  comments  on  the 
subject  draft  audit  report.  Our  comments  are  limited  to  the 
findings  and  recommendations  addressed  to  DSAA  and  we  defer  to 
OUSD  Comptroller  response. 

We  object  to  the  finding  on  DSAA's  lack  of  internal  controls 
in  (a)  the  executive  summary  (page  ii)  and  (b)  the  reportable 
conditions  and  material  weaknesses  section  on  internal  controls 
(page  7).  DoD  policy  is  to  execute  FMS  transactions  through 
existing  DoD  systems,  including  the  DoD  accounting  system. 
Inherent  internal  controls  of  those  systems  are  assumed  to  be 
valid  for  FMS.  Recommend  deletion  of  the  finding  that  DSAA's 
internal  control  for  the  FMS  Trust  Fund  needs  improvement. 

We  recommend  a  minor  correction  on  page  10  concerning 
contract  administration  services.  The  last  sentence  should  read 
(new  wording  italicized) :  ’'DSAA  may  waive  all  or  part  of  those 
charges  when  there  is  a  reciprocal  agreement  concluded  by  the 
OUSD  Acquisition. * 

With  respect  to  the  recommendations  addressed  to  DSAA,  we 
offer  the  following: 

a.  Recommendation  A. 3,,  we  concur  with  the  intent.  DSAA 
will  continue  to  analyze  and  monitor  the  surchaurge  account 
balances,  and  annually,  review  the  rates  for  recommended  rate 
adjustments  or  account  balance  redistribution.  For  the  record, 
there  have  been  rate  adjustments  —  the  most  recent  being  the 
attrition  charge  on  training  cases.  There  have  also  been 
distributions  between  surcharge  account  balauices  —  the  most 
recent  being  excess  transportation  collections  to  the 
administrative  surcharge  account. 
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The  audit  findings  and  recommendation  give  the  impression 
that  compliance  with  profit  or  loss  determinations  is  possible  on 
an  FMS  case  by  FMS  case  basis  in  the  surcharge  accounts.  It  is 
not  possible  to  determine  profit  and  loss  to  coiipare  surcharge 
revenue  from  a  specific  FMS  case  to  e^qpenses  paid  from  a 
surcharge  accoiint.  More  specifically,  the  administrative 
surcharge  revenue  from  a  specific  case  is  not  and  cannot  be 
matched  to  the  year  in  which  the  expense  is  incurred. 

b.  Recommendation  B.3.,  we  concur.  As  a  minimum,  final 
reconciliation  of  cost  (including  disbursements)  and  performance 
will  be  conducted  at  case  closure. 

We  appreciate  the  opportunity  to  review  and  comment  on  the 
draft  audit. 


Audit  Team  Members 


This  rqwrt  was  prq>ared  by  the  Logistics  Support  Directorate,  Office  of  the 
Assistant  Inspector  General  for  Auditing,  DoD. 

Shelton  R.  Young 
Evelyn  R.  Klemstine 
Hassan  A.  Soliman 
Priscilla  G.  Sampson 
Averel  E.  Gregg 
Louise  M.  Merdinian 
Robert  L.  Kienitz 
William  F,  Bazemore 
Andrew  E.  Hombrook 
Sheri  D.  DiUard 
Francis  M.  Ponti 
Due  Ngo 

George  A.  Zelsdorf 
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